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tl t prosper This,”’ contends Mr. Nance, ‘‘was not a 
ad ' but the disadvantage of a single-line producer in t 
respect r ted by the other factors I have mentioned. 
| tA ist of 1953 when the backlog of pent-up postwar dema 
es ¥ tisfied, the industry entered a market which m 
till is, the most highly competitive in its histor 
| feti of this furious competition brought into sharp outlir 
tive deficiencies of any produc r in the industry.” 
Not or had these factors affected adverselv both Studebaker 
P it at about this time they lost “‘substantial defense | 
. iheir jet-engine contracts were cut back, 
S6t Inas} Packard had been competing in the higher priced mar} 
st er had historically competed in the low-price field, the 
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ed to a co leral degre 
ts buy from loeal f ers and s 
f l er local anage! l up} 
( ( te Borden repress itive 
t a ught » Mr. Montague’s attent 
( I i] business reaso vhic as prompted 
or 7 ess ol no er ( poratio l oO ¢ r 
( eographic 1 ‘ Closely related to this 
ea b luid milk and ice er ina ul 
i f j omrere i bu one or tho pro 1ct 
( I ni er! 1 ¢ ] NnsSlor is well aS acq l 
I ¢ I I $ 5 advar i nd di idva 
( e the « ‘ t we ( | ere are 
rié efera Oo | e the pure is¢ oO r 
ri VI : S wish to LISpPOSs ol elr pro} 
e financed * acquisitions have beer 
I » f in i prot ! In cases W re the D 
( lor Casi! Lhe ellers have be paid out of ¢ rre 
! f | f tances the sellers ive preferred to re 
f ( ind treasury ock has been transferred to 
il wk issues on (their) part 
co i the effeet of our acquisitions upon competitior M 
1. “it is important to realize that the acquisitions we ar 
nd do not approach either singly or ir 
like the amounts that are commonly involved 
ers in other industries. I am told that in the rec 
rederal rade Commission on cOrpol ile mergers 
¢ mated that in the three and a half vears followir 
5 there were more than 100 corporate acquisitio1 
of whit the property acquired was worth at least $10 millior 
17 vears that I have been president of the Borden Co. we 
neve! n acquisiti coming anvy\ near that magnitude 
he period covered by the Federal Trade Commission’s estimate, 
our acquisitions taken together would amount to only about half 
am satisfied that our acquisitions have not had any adverse effect 
competition and that there is no likelihood of any undue concen- 
In the bi f in which we are engaged. Our competitors, some 


nd some small, are numerous and active and healthy, and I doubt 
you 1 find anywhere more vigorous competition than prevails 


Such extensions of our business as we 
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[ DIGEST OF TESTIMONY 
Mr. ] ointed out that “prior to 1950, when the al 
led, the statute did not prohibit the aca 
i ( netitor but onl the acquisition of stock ” He 
M \ 1 1) all that prior to that time your cor 
of acquiring only assets when it acquired compa 
Y 
Montague replied that although there may have been some 
lid no of any. He explained that in so 
the ( rpora s, they are partnerships or joint vent 
ure not corporations at all.” In these cases yi 
1 t he et 
t ome pla rore} ountries, most of which pr 
t lere sometimes they are part locally owned and part 
| es whe owned 
103 Ga e of t reaso for having plants in other countri 
rest ( remission of earnil or capital being a maj 
\ hie ed aritv in production costs here and abroad. 
05 The nowdered 1 ik in this country is very small [r 
cou it larger because there are many areas where they c: 
( a luid l 
Chere were locally owned companies producing powdered 
of those countries when Borden started production, but 


r American firms, as far as he knows. 





6 is a Borden partner in a foreign country prod 
( ered } { the partnership 
Mr. Monta ‘ of no instance where Borden has ac 
or route in this country and gone on to 
f ( re production or distribution in the area i1 
IOS Mr. Montague feels the public benefits fro extended opera 
the | ( l the folle l First i i irance of tl 
ialit ( I ible emplo ent on the part of the people 
f probably some small spread in the per unit advertis 
1 ra ler d ers1ol 
Hie | I ud oun like 30 or Y percent of the bu 
al i { , ‘as a matt t, it stimulates competitio 
rap al irkets to a company like Borden’s « 
Ir eir ¢ them no advantage in puri 
p ] far Y 
The Bord ( joes not intend to eliminate its chemical oper: 
but ‘‘to expand it” if the men can be found to do it. 
9 Chev we ld like to expal d their chemical unit so as to obtain f 


ficatio1 Also, they feel they could then “become compet 
ther big people in the chemical industry, wit 


} 
vestment,’’ even though the industry is already 





Lil 1 


is they were already in the chemical business, “‘histor 
au f (their) interest in casein, it was a perfectly natural 1 
ild follow that trend as the synthetics came along, 
try to keep and salvage (the) investment in that old type of busi: 
Mr. Montague said he would not recommend that the compa 
into the chemical business if it were not already in it. ‘But somet 
ake moves in as conditions change and t 
into fields other than the one in which 


business’”’ 


( ry advances, and “get 


} 


explained that the Durite Co. is only a division of the Bor 


Co. chemical divisior 


hey have not recovered the capital that was invested in the phar: 
ce als operation; “that capital is permanently lost.” 
114 Montague cannot see that Borden’s expansion into the coffee 


chemical fields could harm the consumer, labor or the farmers invol' 





l pply the raw material, or contribute to lessening of competit 
\ Montague could give no specific recommendations for chai 
the national antitrust laws or State laws under which they have 


operate. However, he did say he felt the antitrust laws could be cla 
are too vague as they stand now. 


fied, that they 





A STUDY OF THE ANTITRUST LAWS 


nt 


‘IRM 


1 roblems Is to cle termine the effects ot Lil 


it 
} 
e 
tf ' 
lative 
O} 


ty Ol the problem. 


in. The meeting w r 
subcommittee will hear from Bet 


n Sheet & T ibe Co., two of the leadin r 


TUESDAY, JUNE 14, 1955 


UNITED STATES SENATE, 


BCOMMITTEE ON ANTITRUST AND Mon 
OF THE COMMITTEE ON THE J 


POLY 


LDICIAR 


Washi 


ttee met, pursuant to recess, at LO ot 


ce Building, Senator Harley M. Kilg 


ya. Mm., 


ore 


tors IX leore, ( YMahor ey, and Lar ver, 
: Joseph W. Burns, chief counsel; and Donald P. M 


CO insel. 


t 


? 
1] to oO 


come 


] 
| 


cler. 
h 


leh 


Lise their functioning in the American 


il competitive system. We are parti 


it great concentrations ot economic p »\\ 


¢ previously independent enterprises. W 


sy answer to these problems and that 


uises and effects of such mergers 11 


> TeSPONSIDILIITIeS. 


em ste 


r the operation of the ant 


1 
e | 


(corp 
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’ | 1Wws 
economy today 
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ort rm) e ( 
} } 
) ‘ 
Lary I ( 
el ( re 
Ce PTEcom) that 


we must probe 


We l 


osed merger of Youngstown and Bethlehem 


Hlere we have an industi 


ry ? ‘ 


producer—United States Steel—controls about 30 perce 
i n’s steelmaking ipa ity. Bethlehem, the second le iding 
vcounts for 15 percent: and Youngstown, wl 1 rank 
about t percent. W ould the economy be benefited bv allow1 oF 
ind Yo estown to merge so iS to prov ae a, combined 
, perhaps capable of competing more vigorously with United 
Steel? Or would the cor petitive situation in the indust b 
if these two enterprises which have already achieved substantial 
eparate? To what extent should big corporatio) be 
O expal ad by acquiring competitors rather thar by erna 
These are some of the questiol s into which ow nquiry \ 
today, and also succeed fF ing uries 
Department of Justice, interpreting what it believes was t 
Congress enact the Kefauver-Celler Antimerger Act 
is declined to approve this merger. The statute prohibit 
hich may bstantially | competition o1 tend to et 
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a monopoly \s in the case of the antitrust laws generally, it 
not provide at vy specific standards or guides but leaves it to the enfo 
nent agencies and courts for inte rpretation. 

Of course, it not the province of this subcommittee to pass 
ihe legal merits of the proposed merger. In our appraisal of the w 

g¢ of the antitrust laws, however, we want to give due considerat 
to the views of businessmen who are affected. We are interested 
obtaining the facts of actual situations in order to understand 
practical considerations which businessmen face. We are glad 
have the spokesmen for these two companies here today to giv 
their interpretation of the competitive and other economic effect 
their J roposed action. 


Now, the first. witness today will be Mr. Arthur B. Homer, presid 
oft Le thlehem sste el] ( Or. 
Mr. Homer, you have a prepared statement, and you may go ahi 


vith that. If you do not object, I might interrupt you with a quest 
] 


at times aS we @oO along. 
Mr. Homer. That is perfectly all right, Senator. 
Shall | proceed ¢ 


Che CHAIRMAN. Go right ahead. 


STATEMENT OF ARTHUR B. HOMER, PRESIDENT, BETHLEHE! 
STEEL CORP., ACCOMPANIED BY R. E. McMATH, FINANCIAL VICI 
PRESIDENT AND SECRETARY; C. H. H. WEIKEL, COMMERCIAI 
RESEARCH DIVISION; AND DONALD C. SWATLAND, ATTORNEY 


Mr. Tfower. My name is Arthur B. Homer, and I am president « 
Bethlehem Steel Corp. 
Your committee has asked me to present the view of our compa 
is to the proposed Bethlehem-Youngstown merger, and I am very 
olad to do so. | wo ild like to talk to you about the business Ani 
competitive factor nvolved in the proposed merger. 
In the first place, as a result of the practical operation of our bi 
ness, we at Bethlehem know that Bethlehem and Youngstown are ni 
competition in any real sense. We know that the purpose of t 
ere! not to lesse1 competition or to eliminate a competitor. 
Phe Cuamman. Mr. Homer, may I interrupt? You said you aré 
mpetition. Do you mean productwi se or territory wise ? 
} L KNOW, a Con pens can ive a certain area: some of them are 
natiol le. some of them cover—none of them, of course. cover what 
might call geographical areas, but you have your certain market 
g areas. Also you have your certain product areas, and I just 
wonder which fits this description. 


Mr. Homer. 1 think, Senator, if I could read my statement I would 
cover both of those points. , 

The Ciamman. You think you cover both of those points later. I 
just wanted to make sure you did. 

Mr. Hower. I cover those in sufficient detail to explain to you that 
we feel that there is not competition either in territory or in products. 


I think that it covers both of them as I go through. But, of course, 
at any time you would like to ask a question we will be very glad to 


answer It. 


Che CHarrMan. I want to be sure that vou go into those two fields 
ecause that is very Important. 


t 
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Mii LloMER. | intend to cover both of those points. 
e (CuarrMan. All right. 
Mr. Homer. On the contrary, the proposed merger will greatly 
competition in the steel industry, particularly in the mid- 
tinent area. In our view, it is the same kind of a transaction which, 
the past, has so often been followed by expansion of facilities, in- 
ed employment, enlargement of product lines and better service 
onsumers generally. Beginning in 1916 and continuing into the 
‘s, Bethlehem acquired the properities of several steel companies. 
ehem did not close down any of the facilities so acquired. It 
it up ind expanded every one of them. The oreatest part of 
hlehem’s growth has been by its own construction of new facilities. 
two-thirds of Bethlehem’s present capacity was built and in 
d by Bethlehem. Much of such construction has taken place in 
Ct mpetitive markets in which the acquired facilities were 


|, thereby substantially increasing competition in the new mar- 


to which Bethlehem has gained entrance. 
For example, when Bethlehem acquired its Sparrows Point plant in 
6, the plant was controlled by the Pennsylvania Railroad and the 
gS Railroad and it produced nothing but rails. In 1916 the 
rrows Point plant hadann got capacity of 672,000 tons per annum. 
| vy. as ¢ xpanded by Bethlehem, the Sparrows Point plant has an 
) got capacity of 6,200,000 tons and it produces sheets, plates, 
, wire, tin plate, black plate, butt and lepweld pipe and reinfore- 

re 


lhe proposed Bethlehem- Youngstown merger will afford to each of 
companies greater diversification of products and markets and 
ensif competition in the steel industry in the midecontinent 
We believe that the objectives of the proposed merger are in the 


terest of the two companies and that such objectives also coincide 

the public interest. 
| am sure that upon inquiry your committee would find that our 
ire shared by the buyers of steel in the area serve L by the Y oungs- 
lants. Iam also sure that your committee would find that our 
vs are shared by the municipalities in which the Youngstown 
are located and by the representatives of the workers who live 

those municipalities. | 
The Department of Justice has expressed a different view. It 
pposes the merger. The Attorney General has said that the merger 
violate the antitrust laws. He has stated that, if the companies 

proceed to carry it out, he will sue to enjoin it. 

lherefore, we recognize that the only solution is for this question 
e determined by the courts. The companies, however, cannot let 
emselves get involved in litigation that would drag out over a long 
riod of years. That would mean that many plans would have to 
held in suspense indefinitely. As an illustration of our problem, 
[ refer to an article in last Friday’s Wall Street Journal, which indi- 
tes that the Department of Justice counts on about 5 years between 
ie filing of the complaint and the final decision in an antitrust case 
nd which also pointed out that eight pending cases are more than 
years old. ‘The article referred to the necessity of turning to courts 
where the dockets are not congested in order to avoid endless delay Sin 
iese cases. As a practical matter, a merger doesn’t get prevented 


} 


lay because the courts determine that it violates the antitrust laws. 


ld 


t} 
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less of what a court might eventually de 
( ise it isn’t possible to get a judicial dex 
n any reasonable period of time. It is for this reason that we } 


} 


tTrangeuiatie i 


De giving careful consideration to possible procedures that co 
be followed in our case to expedite the litigation and obtain a pro | 
judicial decision Meanwhile, the companies have not authorized 
sroned ! contract 
Phe Crarrman. This proposal is a merger in the true sense of 1 
ord, t, aS against an acquisition? In other words, is Bethlel 
quiring Youngstown or is there a merger of stockholding, an 


kind of a deal which is proposed 4 I do not want you to e 


Mr. Homer. I might explain that it is an exchanging of stock. 
Phe Carman. That is the point I am getting at. 

Mr. Homer. Y 

The CHairman. In that case the stockholders of Youngsto 


ecome stockholder n the merged corporation ? 
Mr. Homer. That is right. 


| (HaAtrRMAN. Thereby expanding the stock ownership of Bet 
leh Steel or whatever you are going to eall the merger is tl 
right é 


Mr. Homer. That is correct; yes, sir. 
The Cramman,. ‘That is as against an acquisition Just simply 
Mr. Tlonn Phat is correct. 

The CrrAinman. Now. another question: You brought up this qui 


° ° bp . 
tion of the delavs in the courts. How ean that be obviated with the 
1 } 1 
( rested aoc | 6 


Mr. Hoarer. Well, of course, Senator, we realize that we should— 


CiAirMan. In other words, your contention is that under pres 
t existine law in order to be sure you are right, you must eithe) 


or some other means must be used in the courts, to get a court 


Mr. Homer. We think it is necessary to proceed with litigation. B 


elve . dilemma. We feel that the merger is a OK 

ng and lawful. The Department of Justice takes another view 
of it 

N our dilemma is that, on the one hand, we want to proceed 
' vation and. on the other hand, we do not want to tangle ow 
ely ip tor ov or 6 Vears 1n litigation, and not know where we are, 

The CHarrmMan. But you are perfectly willing to present your cas¢ 
to the courts for a deter nation if you can get a determination with 
a reasonable time: is that right ? 


Mr. Hower. That is right. 
| CratrMan. And abide by the final decision of the courts? 


Mr. Homer. Correct. We think there ought to be some way of 


expediting this procedure so that we can determine as promptly a 
poss ble where we stand. 
The Crarrman. All right. Go ahead, please. I was just trying to 


cel the att tude vou vere taking, because the Assistant Attorney Gen 
eral in Charge of Antitrust has explained his position, and that was 
one Teaso!l why | ny ted 


Mr. Hower. Yes. 


you gentlemen in to explain your position. 
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I assume that if the case came before a competent court t} 
ve a congestion on Its calendar that would mean it could bi 
dad promptly, and f other leg il means were used to expe 

oceedall ¢ that that would be what we would look forward to, to 
order to get some decision as promptly aS possible. 

¢he present time oul counsel has been discussing with the 

ment of Justice Ways al d means of doin 


a r that. Butt 
and we ! 


1ive not been able to get anywhere; so that is 


tuation at the present time. 

(Hamman. I do not know whether you have it later in 
ind 1f you ao, Why, we W ll not get into it now, but J 

{! nto the record. 
Sparrows Point your easternmost plant ? 

Homer. Well, it is one of the eastern plants. 

(CHAIRMAN. What I mean - 

Homer. Geographically. 

( rMAN. It is the farthest in the East, I mean geograp] 


Hower. It is on tidewater, and we have two other plants that 
ps, 1n almost the same north and south line in O1 @ WAV or 
There is the Bethlehem plant, the Steelton plant, and then 
a the Great Lakes, s the Lackawanna plant at Butfalo 
(CHairMAN. [am speaking of straight-out steel plants and not 
\Ir. Hom R hese are all steel. straight-out steel, plants. 
CiarrmMan. And then you have some shipyards? 
Homer. Oh, yes; we have shipyards on the east coast. in the 
tue New York area, In the Baltimore area, and on the 
oast at San Francisco and at San Pedro. 
so have one repair yard and small ship operation in the Gulf 
xico, in Texas, Peaumont, Tex. 
| (CHAIRMAN. What S your westernmost plant, spi iking of Beth- 
\ir. Homer. Westernmost, we have 1 at San Francisco and 1 in 
Ly Angeles area, and 1 up in Seattle, too. 
CHAIRMAN. Those are west coast plants. 
\Ir. HHomer. Those are west coast plants. 
Che CHarrMANn. And just serve the west coast area ? 
lr. Homer. That is correct. 
Phe CHarrMan. How far west do you go, shall we Say, toward the 
ontinent area ¢ 
Mr. Homer. Well, the nearest plant we have is, you might say 
‘kawanna plant at Buff ilo, al d there 
Johnstown plant, which is - 
The Cramman. In Pennsylvania. 
\ir. Homer. In Pennsylvania, to the east of Pittsburgh. 
Che CuairmMan. This side of the Rocky Mountains, then, your 
nts are all really east of Johnstown ? ; 
\ir. Homer. East: that is right: that is correct. 
Che CHAIRMAN. What territories are the plants of Youngstown 
ted in? Of course, I know about the plant at Youngstown. 
Mr. Hower. Yes. They have 1 in Youngstown, Ohio, and another 


1° 


Chi avo, 


1 


re the two plants, our Lac 
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I Carman. LT see. United States Steel has plants in the E 
Mr. Hlomer. Yes; their most eastern plant is the Fairless plant, 
{ Nn they Dbulit. 

Phe Charman. Would that be on the Delaware River ? 

Mr. Tlomer. Delaware River into Pennsylvania, and that is tl 
mi easterly p t; and then their other plants are in the vic 

f Pittsbureh. d then work out into Chieago, various places. 
| CHAIRMAN And Indiana. And then they have one, I bel 
It cy M irea é 

Mir. Homer. Y¢ 

Cnamman. Are they not operating a plant in Utah? 

\ they took over from the Government 

| { ITAIRMA? 1) they have any plants on the west coast ¢ 

Mr. Hlomer. Well, they have some steelmaking plants and proc 

the west coast. ' 

i { HAIRM . 1s \nd your competitor on the west coast 

Mir. lower. ‘They have another one in the South at Pirmineg! j 
\ 

| ( HAIRMAN And your west coast plants have competition ft 
Ix eC] t I Tider: that nicht 4 

Mr. Hower. That correct. 

Phe CraAmMAn,. [ see All right. 

Mi I] VER S| il] 1 continue now ? 

| Cn Gio right ahead, please. T was just trying to 

ip il picture presented by you. 

Mr. Homer. With the situation as it is—and I am going back 1 
to here we wel talkine about the procedure before the court or t! 
Department of Justice discussion with the situation as it is, IT wo 

present a brief summary of the reasons why I think that t 
yroposed merever we ita be fundamentally sound, for the benefit of 
ell as of t] ‘two companies, In view of the possible | 
ny sure tha your committee will understand Ge if I li 
vcrenel fement of our views. 
r of Bethlehem and Youngstown was proposed back 
nie] is held up by private litigation, and not by 
OT -PUSTICE In the end, the court decided that the merge 
been enjoined. In the meantime, however, the depr« 
tup with us and the merger had to be abandoned b 
conditions. 
purpose of the proposed merger in 1930 was, and the purpo 
evelopment in the mideontinent area, where both oO! 
\ town’s plants are located, of a stronger competitive force 
ndustry, which would be brought about by joining tl 
\ plants with the combined management, experience, al 
irces of the two companies. . 

Int continent area Youngstown is surrounded by large con | 
petite e| ding | l ited States Steel, Republic, Jones & Laughlin 9 
Nat is . Armeo, and Inland. Tet me give you an idea of the rela 
tive e of Youngstown and other important steel companies with 


1 


steel-producing facilities in the midcontinent area. Steel capaciti 
(ingots and steel for castings) as of January 1, 1955, in the midcont! 
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' | Lp au V in thie deont rit ( [ wal t | 
( ontinent al Ol ! ad. the me I" | 
ny concentration of capacity Beth i m ha yp 
ts plants are in the East Lon the Pacity \f 
eC] ed Bet enen Youne owh entery eV ‘a 
nent are Lonly t ( mAciey of the pre ent Yi il { 
Lug vented by at ! rovel nts which th Oni 1c 
NH uke ul I tye 0 } no With thre i 
« towh ho } ( 
UL’ as to capacitle hh the mideont nent aren re | ( 
il fieure QO! 1 natLlolr cit Lhe l ( 
rket for steel is not like the market for cigarettes, o1 
; hich ld evervwhere in t 
{ Vy Ol ile ello cs raralle of where they e pl ( 
e t] market for bread hh ( ! ( 
\ eC} to the baker In the « Ol 4 Ke 
( ‘Iw defined. | { wimer el Lia hax 
point of product the point of consu! ) 
marking the appre ts of the natu | 
We know that ore of t teel that Is pm wed at 
old ] t} It) <t rhe l {| 5 DB | i} t 1 ( 
tT YY) ricet Ih | to the | t tl 7 } ) ‘ 
ow per pound price of steel products, the transportatiot 
¢ ? ( Cy a? ere ¢ { ry wate! Tres? I ! ) 
rie oO 4 ere nan pro wer Vy 1] 11) one ad | } ( hie t 


that the bulk of the production of any plant will be sold 


onsuming markets close to that plant, rather thas 
it a distance It is for t] reason that Bethleher 
the East and on the Paeifie coast, not in a position to 
e midcontinent markets under conditions competitive wit 
large teel companies operating in that territory. It is for th 


nm, as I will later show, that Bethlehem’s sales in the m Ol 
ire relatively unimportant. 
Although the firures relating to the mideontit ent 


h are of real Importance in this case, let me 


a! Oo v Ve Vol i? 
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] 
if Bet} lehem and Younestow) On ny 
‘ 


They compare with the steel mndust 


S| e Ingots and steel for Castings) as of .) 
States were as follows: 
| | teel industry has come a long way 
7 ( turv, when the total Capacity was 25 n 
he Bethlehem Youngstown } 
( } elt e total industry ¢ pacity was 7] 
\ ( Ot whit. 
nl it t | ( ! Cou 11 ot Keonomic \dvisers earley 
( I ( £2 er) Ostuant l in rease over the next dec ade 
tio} prod Gor 4 ountry (which represents the si 
woods and sey es produced in the Nation). In the past t 
emi i to? fee] | 


closely pars alle led the erowth of the nati 
cf f ne ( 1) to doubt that it will continue to do SO 
e] I" In contin (10) of this, I noted in the press just last we 
he study of the Defense Service Administr: ition re] 


tO vl CTeast nthe \ ition’s stee] ngot Capac ity. The Staten 


‘ hat probab in additional 10 million tons of capacity W 
t en ! Ver the next years, 
Phe steel industry in the past has been * growing dynamic in lust. 
| eC SPR] to | ay ethine about the steel busine ss, or its relati 


the national ec omy, that has spurred the creation of incre: 
fe md the (Le Ve ai eye = hew processe Ss, Hew products cl 


ror ster und w ich | s led to the formation Uf hew ente 
Lhave bee ib 


é cs successfully against larger, old 
and eventually to crow into Important, well establish: 


| mportant company In the steel industry 
the 20th century. a you ago United States Steel 
in Oo pe Cnt OF tl | busi ness, but that has not prevents 


rs, like Bethlel] Cl, Republic. National, Inland, and the othe: 


( from estab hing their businesses : and expanding the: 
nt factors in the 7 dustry. That process has continued 
e present, 
rease In the total steel capacity of the country during the 
ll het resulted from inere ases in the capacities of bot 
1 i small companies. as well 


as from the entrance into thi 
new substantial companies. The current 
of Iro ind Steel Works j In the U nited St; ites, published 
ot by American Tron and Steel Institute, lists the eclincie 


na I y oO l number ot 


and j 
enpa es of 144 steel producing plants in the United St: ae. which are 
Ope ( Vv St steel-producing companies. It is interesting to note 
that 20 years ago, in 1935. the directory of the institute showed 1 
tee] 


i-proaucing plants in the 0 nited States. 


which were operated by 
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; a 
rr 
prom] 
' ‘ oO] } ' ‘ , ? 
( f 
re | ( 
) ( =. t Ye 7 
yeu ‘ ‘ | ( 
» | pol 
\ ( ( ( igo hie ( \ 
Young WV" (| not pu 
’ thy { ent i} Yo toy 
Vi ( Ol tpacil OL OS.) ( 
ed e ageregate of 7 SVLSO te n the. ’ 
\ ne t the oth oOmMpant thel LO t eXpand 
| ( RrMAN. A creat deal of steel is used in armament \"\ 
‘ LO expanding tee] industry CAst 
neared 
\I llomeErl Well, at the present time 
(HAmrMAN. You know, out in the ands of e Pa 
e barrage illoons held them up e there wa 
on those islands 
\| llomer. Of course, going back to the last war. S itor, t rr 
irge consumption of steel and a large product on Of steel tor 
Urposes ; . 
CHAIRMAN. Of course. we dl ad have to earry the whol oad L¢ 
hole Allied effort. 
\Ir. Hower. That 1 rioht. We not only had to carry our ¢ 
e had others to help out. 
Phat not the case today, however. The amount of steel bei 9 
for armament or war purposes is very small today. But neve 
i we hould have another conflict. | have not any doubt that 
| ind try would have to } roduce a cons derable tonnage of 
for war purposes and that, of course, comes into our overall p 
of « ipacity to be sure that we have a suflicient amount of steel 
1} our industry to take care of the national-defet e requ 
however, there is not a very great demand for that capa 
ertheles we are expected to have it, and we do have it toa 
extent. 
Now, one of the things about our merger with the Youngstown Co. 
j il BY thlehem has had a oreat deal of experience in the il ufa 


ng of armaments and guns, shells, and has furnished forgings, and 
fur hed for many vears a lot of that tom age for our nat | 


e requirements. 
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ar throughout our country the abilit 
produce that, the merger of the Youngstown Co. with Beth 
would enhances t becnuse we would be bringing into the frou 


podsarit Thist we ( d have a Midwest source of supply for stee | 


tio} { e purpose which could be developed as a result 

i! HOW Led ore ow-how, and experience with those parti 

Lan itn er your questior rdequiately 4 

| CHAIRMAN. Yes: but nof quite fam still th nking about 
ye etme | Cure ether or not we might be overbuilding to i 
hic lous extent and i L venernal (\ eezeout some of the compa 

have to fold, because a shutdoy teel plant 1 ort of a 
Mr. Hower. At the present time, Senator. there is not atr 
of anvone told vy p> becalise of the lack of demand for 

}) 

Phe Cn IRMIAN | ka Ow, 3 il about il year uwvo there Wis a 

lemand 

Mr. Tlomer. There was, and it has reeovered. It was only t 
porary, and it was only in certain products. It was not unite 


through the products that we are produeing. 

But Tecan assure you that today that is not the case, and we are 
Opel wine just tbout as hard as we ean Operate to turn out what j 
required; we really cannot keep up with it. 

The Cratmman. Yes: I know that. 

Mr. Homer. But that is chiefly a peacetime requirement. That 
now utilizing some of this capacity that would be available for 
national-defense purposes if they are called upon. 

Phe Ciamman. I see. All right, please go ahead. 

Mr. Hlomer. | just mentioned that the Youngstown plants wo 
then have a total ingot capacity of about 8 million tons as compar 
with 75 million in the mideontinent area. 

It seems clear to me that this expansion and the resulting increas 
employment would have a most desirable etfect on the economy of t 
communities where Youngstown’s plants are located; further, tha 
this expansion would increase competition, not lessen it, in the mi 
continent area. 

Although the beneficial effects of the proposed expansion in 1 
mideontinent area are, 1 believe, generally recognized, there are tw 
questrons relating to it which are frequently asked: 

The first is: If the proposed expansion of Youngstown’s plants 
o desirable, why doesn’t the Youngstown company undertake that 
expansion itself? 

Che second is: If Bethlehem desires to enter the creat midcontinent 

rkets, why doesn’t it £o to Chicago and build a steel plant ther 

he answer to both of these questions is found in the cost of ste 

In these days of high costs. a ton of steel capacity in a new inte 
“| steel] plant costs S2O0 or more 


(HatrMAN. That is capital investment. 
Mr. Homer. That is the capital investment necessary to build 
new integrated steel plant per ton, $250 a ton, of steel capacity, and 
that not counting the cost of properties which would supply the 


raw materials for that plant. 
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ire to be compared \ tl the average cost of 
own by the industry's books, for the installed eapacit 


Phe figure of STO a ton reflect the faet that 
rAcIuy W nstalled before price ttained ! re 
It also reflects the fact that an in portant part of { 
Lpueciey has been etfeeted by the tally { ro in 
existing furnaces are rebuilt | ( 
way of reasing capacity. Moreove 
( rdditional eel-pn 1 | LDacity ‘ 
econoniie Ca be eth tec thine “ thie 
\ccordingly, the cost of additional capa ‘ 
be far less than th t of t] ne emp 
( | pinant. 
1 de 3 million tons of idditional capacity at a 1 ( ite 
l cost n the netehborhood of S750 million. lt estininats 
nerea e the capacities of the existing Youngstown p ll L 
nace would cost $350 million. 
rease n capacities of the Youngstown plant ire ¢ ential 
from the viewpoint of iInereasMnge output, but also because 
| result in very substantial economies in the operation of exist 
tie lo illustrate, let me tell you what Bethlehem has done 
last 10 years. It. increased its CApac4ily from 12,900,000 tons to 
} tons between January 1, 1946, and January 1, 1955, a net 
of 6,200,000 tons. Of th S net increase only 1.625.000 tons were 
ilt of adding new open hearth or electric steel furnace The 
nder, 4.575.000 tons, was accomplished through improved prac 
ind desion on all of the eXIsting furnaces from time to time as 
ere rebuilt. Thus was achieved not only an increase in capacity 
ery substantial economies in the operation of the previous capac- 
Similar IMMprove ments were made in coke ovens, blast furnaces, 
ing mills and rolling mills which enabled the steel plants not 


to utilize the increased steel capacity and produce more finished 


ipacity of the strip mill at the Lackawanna plant has been 
ed from 1,500,000 tons to 2.400.000 tons per year. This has be 
mplished through the modernization of the hot-strip mill and 
ting furnaces. The original cost of those facilities was appro 
ely S10 million: the capital cost of modernization which I have 
ed to was $2,900,000: whereas the present cost of a new hot-st 
f like capacity would be approximately $30 million. The savit 
perating costs per ton are obvious. 
uch methods, Bethlehem was able to increase its steel capa 
pwards of 6.200, 000 tons, with a corre ponding Increase in find 
facilities, at an expenditure of approximately $600 million. 
While Youngstown has made similar judicious expenditures in 


t, great opportunities of the same nature still exist for economies 


ection with the projected expansion. 
Out of these figures I can now give your committee clear answet 
‘tWO questions which I have mentioned. 
On the one hand, the cost of an entirely new steel plant for Bet] 
in the mideontinent area would be great. in comparison with 
t of expanding existing plants and would put Bethlehem at a « 
antage in comparison with the other large companies that alre: 


ets but to reduce the cost per ton of all produc ts. For example, 
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Ind that can. bv ex panding { heir CX 
ah tie at much lower cost It voe 
] } 


{or ‘ Lpacily il 1 provided at S10 


be inthe terest of the national ec 


eep enpit il cost ind operat Yr costs a 
} () {hye} } unial, Lt wo ila he Wh Mypo sible 1 
You to provide th hnancing necessary for the pr 
. ( ne plant The estimated S850 millon 
Ot thre moregate nN arket value of thi 
f Youngstown at the present time. Th 
Youn: wh Initiated discussions | 
( t to provide an expansion of its f 
| roduet nd mark Which its « 
eto pro i 
| \ t« cr ition had been effe 
pect, that it would have had a whol 
pet tion in the mideontinent area an } 
Lo rst we | have been a stronger competit | 
( today. It seems hkewtse clear that, if 
me, those plants, under the coml 
| Chel Yo LOW! mhanaewement, and with the backing OT 
1} ! ource of the two companies, will play ior | 
}) the future development of the area than they can do stan 
«tl 
| ive thi far directed iy remarks to the principal economi } 
for the merger There are, of course, other advantages, of which | 
would lke to menti two: 
First, the merger would make possible important true econor 
evs resulting from the flow of raw materials to plants v 
t! can be assembled at lowest cost and resulting from the limitat 
O11 cre lit yand othe duplications. For example, Youngstow 
Labi r iron ore can be directed to the east coast plants of Bet 
leher by water, leavine the Great Lakes ores of both compal 
lable for the mideontinent plants of Youngstown. 
Second, the merger would greatly benefit national defense. T 
is something that I previously mentioned, in response to your quest 
but I will repeat it. 
[t would make available to Youngstown’s midcontinent plant 
Bethlehem’s great experience and know-how in the production « 
Ne y steel products, uch a tructural shape B, plates, heavy forging 
rdnance, and special steels which are required for guns, light 
wna Cavy armor, Si lls, bombs, airplane parts and numerous ot! 
irl needed in a national defense effort. 
| ive told you that the proposed merger would not lessen com 
pelitr l think that I ean demonstrate that very quickly. 
\Il Bethlehem’s steel plants are located in the Eastern States ar 
on the Pacific coast. Youngstown’s plants are located near Chicago, 
Lil.,and Youngstown, Ohio, in the mideontinent area. 
| Mo, Be ehen iles of the finished steel products that ar 
made by both companies represented 1414 percent of the total sale 
of those products in the country; Youngstown’s sales of those prod : 


ucts were about 4 percent of such total sales. But those percentage 
rapidly decrease when we look at Bethlehem’s sales in the midcontinent 


area and Youngstown’s sales in the East and Far West. 
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1) Loft ( State t hye de { ent are BY 
rt i ‘. ( t yr to |e tha ly 
hh prod ( 
()\ LON Why 
Well ( Ist ive Pp ( 
iy i chee ( ‘ rel wor, l ) 
th Ye nestowl to pre le play 
3 ehem ] hich ould be 
ent area 
(MAnoNrty. Ilo plat do you ive Ll 
] \\ Ve I CeO it i { 
(Co Manoney. Where? 
(ER. weattle, 3a rar 1 Angele 
(PY MAHoNrY Phank you. 
lomer. They are rela ly ill plant hic] ve tha 
. West ist area, ONLY 
() ManoNnry. Seatt San Fray o, and Los A d 
irk. And Los Angel 
I Will vo parce errup “i ( 
previo 1V tre tated if the transportatl ( ra ‘ 
Lie TO rea ire nad ex tine pla ts, | a | " Lt1O} 
‘ ern plant to the midcontinent aren were « 
refore, they could not get m there 
QC) MAHON Phank you, Mr. Chairman 
TA | { il ted lear that up im \ Bt 
l se ut ive dh rests ER id prey tate 
‘ t} Ony 
MER. S il [ pre eed 7 
RMAN. Go ahead, please 
MEI he great bulk of Bethlehe vl nt | } 
Western State In 24 of the 27 States in the ar 
( Lie ire onificant, amounting to I threat 
f the total sales of the common products there. It 
~ Ohio, and Texas that Bethlehem’s sales in the mideontin« 
{ 1] iterial, dus o its ability t | Pp bv water { l t 
t Lackawanna, N. Y., on Lake Erie, and at Sparrows Poi 


kepartment of Justice has indicated that the fact 


lls substantial amounts of the common finished st« 


com mMunitie n the midcontinent area, party ilarly Nn \i 


ne of the important reasons why the Department 


1 


el prod 


eached tl 


that if could not approve the propo ed merger, li 19 


m’ percent ive of the total ale of the common 
of the automobile industry. Michigan CO?! ime 
teel products. All the principal steel compani 


States Steel, Republic, Jones & Laughlin, Natior 


n Michigan was 10.7 percent; Youngstown’s was 2.: 
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land ive plants which can compete in Michigan and 
for sales there. Thus of the total sales of the co 


| products in Michigan, steel companies other than B 
1 Younestow! made Si percent. 
rt on the opposite page shows graphically the facts wl 
ed. Your committee can see at a glance what a rela 
nt part of the business in the mideontinent area is do 
omy es, even in the States where both make any mat 


or O’Mantonry. You have written this paper about B 
| Youngstown, of course. But I wonder if you have at 
il the figure of tll other steel companies as shown on this 
thev could be div ded among United States Steel and thi 


Ilomer. I do not think we have it by companies, Senator 
eit in total, but Ido not think we have it by compan 

tor O’MaAanoney. Well, to get the total you mus t have ada 

llon No, it does not work quite that way. We can ol 

oO ese total vit through stati sties that are published 
Tr & Steel Institute, but we do not have—we know 

( Yo nestown have done. 
tor O°'Manronry. Well, the institute could supply it 


| eR And take if With — total and, perhaps, gi 
ll] figure, but I do not think we can break it down by 
nie the companies are silting te aa os Gal informat 
}! bablvy would not be the case. 
O’MaAnonry. Well, if the statistics are reliable then 
not vou, then the institute must have the totals for the se) 


OmMpAatl whieh are 


Homrr. Well, your point is that this big sort of red section 


us O’Manonry. I want to see how the or ange is split. 
meR. The orange you want to have split up into ot] 

tor O’Manonry. I am not asking you to do this, sir. We 

from the institute. 

Homrr. We could not furnish that to you. Bethlehem 
town are uniquely complementary and, contrary to what si 
uppose, the approval of the Bethlehem-Youngstown met 
not open the door to any and all mergers, either in or out 
teel in dustry. 


ere is no danger of monopoly from the proposed merger. T! 


d Bothlehe Youngstown enterprise would not be in a 
a dominant position, either on a nationwide basis or in t 
nent area. The merger shouk | not be preven ted for pul 
‘oniderations. Artificial restrictions on growth—as « 
ith necessary safeguards against monopoly- carry W 
reat of a staonating economy, which none of us want i 
country and which would not be in the interest of 
ree or small. 
been tol 1 that some of those who h: ave appeared before Vi 


1 


(fee | ive advocated a policy of absolutely prohibiting al 


: Sais se San ‘ a . ‘ , ] 
xe! volving a dominant « ompany, even though the merger would 
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sts have encountered considered difficulty in developing a 
meant by a dominant company. I have be 
t it has been suggested by Professor Schwartz that evidence 


of just what 


that a company has 20 percent of the capacity a | 


eht constitut 
tion. 
O'’MAHONEY 
creat industrial 


> } 
pl 


Hlomer. It is pretty la 


nia fr ie evidence ot Its Hhavil 


r OManoney. Geograp lly ¢ 


Ilomer. And it 
O’ MAHONEY. 

LloMER. Y¢ - bot 
r OO MAnoNeEY. 


midadcontinen 


] 


area ¢ 
ror’ ( ire footage | ryr'e 
a large area In consumption of steel 


Chat 


h. 


what I was driving at. 


What per entave of the. ilo! leo 


Ct area 


ime 


{ 


/ 
’ 
» ee 1 Wie c rr wit e Yo oO ( 
Tiie } rpose ot retting nto ti 
{ 1 oO | 1 ] wi t ( l ere 


1 » 1? 
ich of a market you were romg to vet there. 


Ilowrer. I think, 


pel 


Ds, we can Give vou so ‘ nior 


\\ I] you he look I o th if up, Mr. Weikel ? 


t the 


(CHAIRMAN. Is ne 


} } } 
4) ] ie] 


‘ 


dl 


I 


midcontinent area the big prod icer ¢ f 


} r . ’ 
‘ rood ¢ Phat ne} cies LOoVeSs, Te 


iutomobiles, and that sort of thing? 


Ilomer. Yes: there . ereat deal of t { t | ( 
Cnamman. The coastal areas are not big prod of t 
Hlomer. Not as larg d it is growing in this midcontine) 
e | odu ne of oOuseho L equipment and asset plant To! 
ind It lS MOVINg In there, and apparently it eCCOI v 
entral and more efficient area for serving the requirement 
ry lt L Growling ce ming area 
Carman. In other words, as a previous witne 
eran Motors testi 4 the V were mov no the ! prod ‘ 
e old Hudson out of Detroit into Wisco 
Hlomer. Well, there has been a decentralization 
(HAmrMAN. In the interest of economy. 
Hfomer. In the relocation of plants, putting the lose) 
o markets, and the trend seems to be toward the mid 
Phat is one of the reaso1 hv we int. to be there 
CHairnMAN. Ilave you gotten tho eures Senator O'Ma 
ae 
Ilomer. Ye Of the tot million—these are Oo 
nmon finished steel products shipped e United State 
were shipped to the mid ont nent rea 
ttor O’Mantoney. What is the total? 
Hlomer. Of the total of 59. prac illy 60 4 oO} 
tons were shipped into the 1 deontinent area So vi 
a bstantial market area out two-third | woul 
of the country. 
itor O'Manoney. The ording to your statement on page 1, 
ehem and Youngstow1 Heres of the { hed pro 
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emo upplier n that area. 


| illion go into this midecontinent 
\| \ ndaieator, OW Th ich would Vou sav W 


roduet cent into the mideontinent area 
Mir. Homer. Well, vou cannot take Michi@an as an idicator of w 


/ 
* 








tol l acontinent area. Michigan 1S only 
f that, Lit happens that the automobile industry is loea 
ere, dit 1 | or rr er of steel, so that would not hold. 
Senator OOMAg ; ; Would that make it the largest consum 





Mr. Hower. \ : that is correct. Out of that 39 million, about 
\ | | \] Chiagan lone. 





=i tor OOM At NEY Do vou have the distribution by States the 
VIr. Wry | mideontinent area I do have here. 
s or OMantionry. Would you put them into the record? 





\] WreIiKE!I Yes. ! 
\I llouer \s of today, Bethlehem has zero percent of the 1 o 
vin rreat mideontinent industrial area and but 15 px 
of the tv inthe Nation. JT can assure you that Bethleh 
t toc ndustry in the United State 
ipacity and sales now have absolutely no etlect 



















qon compet on mn a 24-State area in the midecontinent ar 
(pon the consummation of the propo ed merger, Bethlehem- You 
ould havea compet tive position in the midecontinent area rep! 
I Lt) . reent of the ingot capacity in that area and Bet 
Youngsto vould still have less than 20 percent of the 
\} C\ » forbid the proposed Bethlehem Youngest: 
ould mean that Bethle em, which today has no product \ 
the 1 tinent area, would in effect be prevented f1 
r ! me 


it area in competition with the many larg: 






Mir. Chairman, the Bethlel 





em and Youne town companies earnest] 


re to eroe Therr propertie and businesses into i combined entel 
Wi neerely believe that that step would be in the best interest 
owners of the properties and would be in the publie intere 
‘ ONVINCE hat it would not lessen competition ; on the cor 








e know that 1t would increase competition. We believe t! 

| be he interest of the buyers of steel in the midcontine 

ed by Youngstown’s plants, in the interest of the communiti 
{ and in the interest of the workers 





onvineed that there are notable true economic savings t 
We know that the nerger would contribute creatly tO 

( We desire to proceed. Tlowever, when the Atto1 

Cr took the position that the merger would violate the ant 


essarily had to stop, look, and listen. 
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e been considering, as I have told vou. procedures by which 
ess of the merger could be determined by the courts in an 


tigation We are still COnSTIdering the course that we 


t¢ row, 
ure you that we have no desire to follow a course that 
to law or that would be popularly regarded as conti iry to 
il interest | recognize that we have the responsibility, in 
tking our decision in the light of all the factors wh 


entioned 


portunity which you have given me to talk to your comn 
iy helpful to us, and | appreciate It. | hope that oul ‘ 
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VWeCusSKE) | it is meht. 


(‘HAIRMAN. I wish you would identify the stat! peopl 


MENT OF GEORGE McCUSKEY, VICE PEESIDENT, THE 

INGSTOWN SHEET & TUBE CO., ACCOMPANIED BY JAMES E 
ENNETT, SECRETARY AND GENERAL COUNSEL; AND R. I 
OLITTLE, ASSISTANT GENERAL COUNSEL 


VcCuskry. This is Mr. Bennett, our secretary and genet 
1 Mr. Doolittle, assistant secretary and assistant renel 
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This dynamic program of investment in the future is continu 
vhat isto usa very substantial seale. The extent and the pace 
program is, however, circumseribed by matters of financial | 
We have to balance the advantages to our stockholders of imp1 
and expanding our facilities against the disadvantages to f! 
Irring a substantial debt and retaining in the business, perhay 
Vv years, a large percentage of our earnings, thus hmitir 
dend return on their investment. 

Phe plain fact of the matter is that there are many more t 
that we would like to do to Improve and deve lop our propertie 
we can prudently undertake within our own financial limit 
These projects are all economically sound and would make 
contribution to the economy of the Midwest in terms of providing 
ol ~ more steel, and henee, more competition. 

senator ( rM AHIONEY. ‘To expand it would he necessary for Yi 
town to go into debt é 

Mr. McCuskrey further into debt ; that is correct. We are 
in debt for the expansion that has taken place in the last 4 or |] 

Senator O'Manonery. $175 million are the 

Mr. McCuskry. We spent $211 million in the last 5 year 
LmAINSE Chat we have borrowed $100 million, and we are also conn 
for the additional S175 million for ore properties and other raw 
terials propertie 

Senator O’Manonry. Your sentence on the first page was t{] 

dition to the $211 million, you have already spent and conu 
yourselve to pend LpPprox mately $175 million 

Mr. McCusker. That is correct. 

Senator O'Manonery. In the next few vears. 

Mr. McCusker. That money Is 

Senator OManonry. What you have spent has already beet 
Ilow much of the $175 million has been spent, andl how mucl 
you committed yourselves to spend which has not yet been laid 

Mer. MceCuskery. The biggest item in that S175 million fig 


LE TE 


oul ire of the Erie Mining Co. program, which is the taconite 
orn ip in Minnesota Phat project is underway, I do not 


: 
the current figures as to how much had been spent, but 
Senator O'Manonry. That is the Erie Mining Co.? 
Mr. MeCuskry. The Erie Mining Co. At the end of the 
he Krie Mining Co had Spent about $59 million out of a total ant 
} auch cancaneilsieene: neluding 
Senator OManonry. What is your share, or what was your 
, ) j 
Mr. MeCuskry. Our share is 55 percent in that. | 
si OO Manonry. You have 35 percent of the Erie? 
Mir. MeCuskery. That is right. 
Senator OMAHONEY Who are the other participants ? 
Mr. MeCuskery. Bethlehem has 45 percent, Interlake Tron 
percent, Ste | Company of Canada has 10 percent. 
Senator OManoney. Interlake 10, and the Steel Company of C 
Mr. McCusker. Ten, that 1s right. 


Senator O'Manonery. Are these independent companies ? 
Mr. McCuskey. Yes, they are. 
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McCuskey. Do you have those figures ? 
ir. Werken. Yes, sir. 
\ir. MceCuskry. Mr. Weikel has those figures and will be glad 
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r OManongy. Are we to infer from that that 


you reque i the Department not to bring s 


) 


( 
i 


t 
~ f/f 
lerver: 





better procedure we 


a better procedure would be ce 


a better procedure would he 


I do, and that. Mx. ( ounsel, wou 


would tel] vou ust what your } 


ve to go to the Department of Jus 
( = the answetl ne io 
n Toots Shor’s restaurant, because under a charter syst 
he powers and responsibilities of corporations e1 
itions are engaged, in 


interstate Commerce 
ne commerce—and it would be cl 


Vhat you could do. provided Wwe 
the charter. 


0” 


to that matter here because. of course, | 
ut I do want to make this additional ren 








What you say amounts 


ve That lm pression, se 


would own the propert PSO 
hares would be held by the 
bts at the end would 


is Bethlehem Steel 


Wo ila pe no new charter 


harter issued, 


stockholders oT Your 


\ 


} 


nel il il 





the risk tha 
S vears of | 
to be. and we 
le without some 
\ i reasonable time. 
r O’Manoney. In other word 


a hurdle too great for you now, you 


Homer. That is meht, at the present moment, w 
vito yump avery eood Will to eXpress it. 
tor O’Manoney. Well, I wanted to put in the spo 
opinion that this is a hurdle. 
Hlomer. Yes, and we hope to reduce the height of that hurdle 
have not beet very succe stul so far. 
rv OManonry. And as a summary, then, according to 
ony. your mind is pretty clear that the present system 
ment to expansion and to growth because you do not det 
it the court decision might be 6 or 7 vears later 
ndertake to proceed notwithstanding the warning of 
of Ju tice? 
Homer. I think in this particular case and under the 


that that isa very fair description of how we fee] 


wwout 


O'MaAtioney. I want to say this so there will not be ar 
rehension in the record. I feel that Judge Barnes, when 


ed here, was testifying in the best of good faith and with no 
»do anyveth he acvarnst the publie interest. 
oO have been very favorably impressed by vour own 


mer, and you, Mr. MceCuskey, in your presentation 


lay. I think that you two have also been cuided by th 


th, and the quest ons I have asked here have not beer 


stile either to the Departme t of Justice or either of 
ulies or the proposal you have in mind. They were intended only 


tt 


ure add { onal information for me and for the committer 

Homer. Well, I appreciate very much your very generous re 
nd I must say I think, Senator, as I have always felt, that ve 
apacivly Ing out very important points in these 
ons at which I ¢ . appeared before several times 
sis an excellent example of it. 

‘aras Judge Barnes goes, I think that we also feel that 


exercising his best judgment in the performance of his office 
o have no criticism in that respect. I think that our relationship 
the Department of Just ice has been excellent all the way throug! 
it I do not, from Bethlehem’s standpoint, want. to imply that w 
uy feeling of antagonism or that we feel injured. We are j 
to give you our best information about this particular cir 
ind the troubles that we have run Into, 1n the hopes that there 
some solution to the problem which will be applicable to a 
(ry or any other similar circumstances in the future. so that we 
know as businessmen whether we can do certain things or not 
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] Some qua 
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mergel 


you feel 
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vhen we are in accord with the law and when we are not vi 
‘ul iy, Why Can we not go forward and do something t| 
| be of great benefit to our companies and to the country) 
d yet we are prevented from doing that. We feel that 
cr X luded from soiling Where we want to go in a free econon 
doing the things business should be able to do. 


Senator O’Manionry. Well, it may be that, after digesting this 


mo! 


ed today and the testimony we have already had, the « 


re to pursue the matter furt he 


‘rand get 


some addit 





1 Mr. Homer’s statement, which is much more eloq 


1 I would hope to say it. 


rters tl 


I would like to ask Mr. McCuskey: It has beet 


iat. the dominant position of United States St 


) percent of the national capacity, has some effect o1 


maller companies to compete. 
that it is necessary for your company to go throu 
n order to pow eS fFective ly with United States ssftec 


rh 


r. McCuskery. No, sir, we do not. ‘I think the facts are 


inatory 


{ ] 
SQ] | 


ot he Pe 


re) | l ted 
»-country, : 
r 


compa 
I 


TO prosp 


} 


of that 
T. 


e 


Swatland or 


h has be 


} 


COTW 


BURN 


mnles & 


night be 


“Mr. 
Lon rh | St 


er seon 
McC 
1] 


issfully 


BURN 


tuation 


no s 
it} al 


VO Wo 


hatever 
(One ot the 


] 


er. do vou be ieve 


I think that the smaller steel com} 


yinies have beer 


‘antime, our chief counsel, Mr. Burns, has some quest 


nies 1n the industry have been able to survive successf 


er, not ithstanding an initial concentration in the 


ratl 


skEY. For the purpose of the record, I would like to 


x 


i the past in competing with United States Steel and 
and I think it is demonstrated by the fact that 50 ve 
States Steel had about 65 percent of the steel capacity 


ind now it has about 31 percent, which indicates that 1 


hat 


S. a: if the court should uphold the Department 


ae 
ents ¢ 


skrEy. No; I would not say that 
y that we, and I think the other 


would be necessar 


steel companies, 


ind thus tend to freeze the prospect of inteor: ite 
ettil , bi eger by merger, would you then consider t 
able chal United States Steel be broken up 


ompeting against United States Steel Corp., and I th 


we will eontim ie to do so. 


¥ 


Ss. | would like tO ask counsel al question here, c 


e) ivgested this committee study. 


] 
) 


j 


¢ 


ince 


Ul 


Judge Bennett: The problem of pera’ IS ¢ 


Now, taking vy 


which you anticipate the possibility of a four del 
t a decision and based upon the information with respe 


t 


it would be advisable if Congress author 
‘ney such as the Federal Trade Commission or the Depart 
e to pass on the validity of a merger in advance, 
know before you took the step of merger whet! 
hat was valid, having, of course, a right of appeal from the decisiot 
agency passed upon it? 
itives that would be urged for considering su 

vuld be the necessity for establishing that such procedure 


would expedite the matter, that it would not just substitute a court 


SO 1h SOl l 
mument on that ¢ 
LAND. Well, my only 
ossible to get a reasol 
questions promptly, 
tv with 5 or 6 vears of 


a 


say, for example, for the Fed 
short form of hearing on ft] 
: feas ble to present acreed =tate 
nv on sue 
with that record 


17 


Llow fro 


spute here is the | 
yy one side or the other, on « 
the facts necessar} 
in your case, if there was an adva 
4 would you be able to present vou 
of time and then have a ruling on that whi 
time that you talked about and all of this d 
snp, Well, T could yateent cnx fuels ts 0-41 


there \ ehh a procedure or not 


OngTess 


YT Se conside} he whether on 


law such as to proy de for advance pros 


if Lit 
tee will want to know from concrete instances whe 
long delays are likely to occur, whether some pr 


ipproval would expedite it so businessmen 


reat hed a decision. 
1e bas ~ of the present tie 


uch procedure would be benefi 


l 
“Of Vol could nroceed with ve 


7 that na of i procedure, if t 
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h do not engage 
the administration of P; 
ent to Congress and to this.J 
by the Attorney 
ted by Judge Gary 
nited States Steel, w 
from the Governni 


it was not an effect 


Ve proced 


»Aand Was not the proper k na oft DI 


feeling th: » ought to have 

» Congress specifically and enfores 
pursue the proposal made by senate 
that a national charter should be 


nterstate and foreion commerce Or a ¢ 


which the decision would be not in the po 


t ? 


the judicial officers of governni 


n would be, as far as you are concerned, 
ined expediti ously. 
ND. My view is that it would take an act of Co 
tne law 
O’Manoney. Yes, of course, it would. But do you 
leclaratory judgement procedure would be more exped 
han the one we have now ¢ 
Mr. Swartann. I am inclined to think it would, Senator. 
know how much support you would get for that. 
Senator O’Manonery. Well, it is hard to cet support for ai 
t course of t 
(ny more q 
(No res sponse. 


Senator O’Manonry. We are very much obliged to you gentl 
| to the staff, for the presentation today. I think that the 


rea 
] 


record will be helpful to all under whose eyes it will « 
The committee will now stand 1 h recess un itil 10 o'clock tom 


nor ne, 


i 


(Where upon, at 1:10 p. m., the subcommittee adjourned, { 


ve mn We dnesday, June 15, 1955, at 10 a. mM.) 
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ie aie 


refere) 
. Kaiser ¢ 


wit 


; rrect, Mi 


er, you ™m 
r prepared statement. 
. - . y y } 
youa que stion yust to get the record cle 


,)" 


MENT OF EDGAR F. KAISER, PRESIDENT, KAISER MOTORS 
ORP., ACCOMPANIED BY WALSTON S. BROWN, COUNSEL 


} 
xphnedite 


: it ex] 
We have had copies here, and perhaps if 

s, Would you pretei that ? 
ither have you read vour 


might expedite thi 
eMAN. No: I would 


I 
1. I just wondered if you would object if J 


ite point to ask al y questions. 
Not a bit. Mr. Chairman. 
ian, dist ne@uished members of the subcomm 


onse to Chairman Kilgore’s invitation of May 


views with respect to certain mergers i 
9 


question > were raised. Tl e senator asked wi 

of greater economic } 

trimental to the public welfare and whether 
ave of mergers in the automotive industry would result 
¢ of the kind of compet { on considered to be a basi: itt? 


ower in a few corpo! 


free-enterprise economy. In addition. he asked whether 
trust laws, particularly in the merger statutes, are desi; 
the desired goal, namely, the greatest benefit to publi: 





latter q ieStion, | should like to state Tt! 
itrust laws. 


ve studv of the present ant 
ition to make any comments o1 
ting statutes on this subject. 


| heliev: 


> HoMact 
Wee 


ttee 
IRMAN. Before 
hatte! up W 


ng the exis 
consummating the merger, 
h the Department of Justi 


5-5 LOOK the 


not correct 4 
il = orrect 
N And received approval before the nieryg 


consummated ¢ 
Ix LISER orrect, | do hot think 
Industry can be 


th respec 


IT AIRM 
the two specil 
answered 


the automotive 
fi merger or proposed merger must ay 


{tot 


{ itement. Kael I 
aly zed to determine whether it increases competition, dex 
effect on it at all. Likewise, consideration woul 

effect the increase or decrease of competi 
on our free entel prise economy. 
econonil 


Whiat 
ist would have 
question a to whether the concen itration of 
; ible or detr) ee 


COrpol 

O, IN my op hich cannot be answered with 
tatement, 
The automotive industry 1s one which requires substant 


‘ xpenditures fo. spe 1c tooling 
iutomotive vehicles at a reasonable cost. 
It IS not a question, in my opinion, as to whether bus 
large corporations. B 

} 


concent ited 1h 
conducted by corporations that 


il 
and for facilities in order to pr 
In the automotive ind 


herefore, 

iuld or should not be 

very nature, the business must be 
tively large. 

Follow Ing the hairman’s letter of May 20, Mr.. 

se] for the subcommittee, submitted to us a list of 16 broad get 

We we ce advised that question son these might be direct ‘ 

with 1 resp ect to some o! 


Joseph Burns, 


th: il wes hould ic lude information 
the comn 


repared statement. To 
» history of Kaiser Motors C orp 


was Kaiser-Frazer oe 
name was changed to Ka 


sin oul assist 
to briefly review thi 
of the original company 
oul zed in 1945. In 1953 its 
Motors Corp. Ishall refer to Kaiser Motors throughout my state) 
It was a ibenalis contemplated that Kaiser Motors and Gral 
ge Motors Corp. would jointly operate the Detroit plant of Gra! 
\ plant for the assembly of automobiles. A contract bet wet 
WO COrPrpol 1lOns Was entered into in the early fall of 1945 
HAIRMAN. That was how the name Frazer got into the 
was it not? In other words, he was connected with Gra 


ese Topk 
1] 
vould like 


l le Name 


Kaiser. Mr. Frazer was then president of Graham IP 
Motors ( Orp. 

Phe CHAIRMAN. ‘aham Paige. 
IKArser. That is right. 
Novembe1 1945, a lease of the Willow Run plant Was obt \ 
Kaiser Motors proceeded to clear that plant of its wartime fa 
ind convert it to the assembly of automobiles and the product 
automotive parts. A survey of available suppliers ind 


addition to assembly work, we would have to produ 


t1es ] 0 
of certain 
eated that in 


body stampings and build bodies. 





t became ipparent if I v 
the Willow Run pra Vi h Graham 
is not feasible or satisfactory. Kaiser Motor 
IT) February ot 1947 all of the wutomotive 


Motors Corp. The tangible 
ts one-third 


(‘orp. 


fia a 
assets 


oe 
Paige consisted principally of 
f the Willow Run plant which it had acq 
tionstothe joint opel ito} 
Langer wis isk a quest 


RMAN. “enatol 
Mr. Chairman. if T may 
tthe Attorney General / 


Consent of 


NGER SKK 1 question, 


Uh not sure. 


( LIRMAN. What was that date 
Kaiser. In the latter part of 1946. 

CHARMAN. Well, that was prior to the Antimerger Act of 1950 
1 was an amendment to the Clayton Act, and under wh ch 


4 


hic] 
erated in this last merger. 
Kaiser. Yes. There really was not any requirement 
ip at that time. 
(CHAIRMAN. Let us get the th 
acquisition Vou bought 


Ing stl ui@ht on the 
(traham-Paige the assets, w 
one-third interest? 
Primarily of that; that is right. 
In other words, it was not a stock transaction. 
KaArserR. It was not a stock transaction. 
CHarrMan. Then it did not come within the purview of the 


Act as then written, and it was only in 1950 that the Clayton 


IK AISER. 
(CHAIRMAN, 


n atfected the purchase of assets? 
KAISER. | believe that is correct, Senator. 
r counsel, Mr. Brown, if that is his opinion. 


Brown. Yes. 
CHAIRMAN. All right, please gO ahead. I wanted to make that 
f Gra 
t 


inued 


Katser. In this instance, the acquisition of the assets o 


Paige Motors Corp., in my opinion, was essential to the cor 


nee of both corporations. 
949, Kaiser Motors purchased the Willow Run plant from the 


ral Services Administration. 
» CHAIRMAN. Prior to that time it was leased ? 


Katser. Prior to that time it was leased. 

tially, we planned to have the manufacturing operations at 
»w Run limited to assembly of automobiles. It was our inten 
» purchase all of the major component parts, including engines 
outside suppliers. At a very early stage, however, it became 
rent that there was not sufficient body stamping capacity and 


efore, we installed a press plant at Willow Run. 
and large, Kaiser Motors received excellent cooperation from 
jor suppliers of automotive parts. Contracts were placed with 
r manufacturers for such items as transmissions, frames, ele 
equipment, axles, and other major components of the auto- 
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mobile rr: ‘ment were made whereby Continental Motors ¢ 
produced engines at both its Muskegon, Mich., plant and its p 
Detroit, Mich. 

March of 194 . we leased the Detroit plant ot Continental M 
ind began manufacturing our own engines there. In 1948, we 
hased this plant. We continued, however, to purchase a limited 
ber of engines from the Muskegon plant of Continental Motors 

n | t s also determined that the corporation should 

for the manufacture of certain engine parts 
vy, Kaiser Motors purchased a foundry in Dow 


‘apacity was obtained by building a star 
. This was completed in 1951. 
nder of the acquisitions and plant expa 
f manutacturu & parts but for the pl 
teel products. 
ommenced operatio} s, there was a 
pacity Mn the United States. In 
h we desired, it was necessai 
Those which we could pul 
oO} sequently embarked on 
lucing facilities in order to 


] 
anda. Oo l 


to automobile manufacturer: 
Soo New Companies, like IK 
ossible to buy in the open market 
that stop them, however. They 
ooking for steel, copper, and other ma 
that comprised the first pas 
he hard way, but we compete 
le of the tremendous effort that wa 
hese materials. 
ving Kaiser Motors with radiators cou 
er to maintain delivery schedules to Willow R 
tion we began a series of bartering transactio 
he bottleneck lay in the inability of the copy 
output because he needed additional supplies 
Me could hot del ver more gas becau 
pe to run a new and larger line t 


ies, on the other hand, lacked pig iron to 1 
and the blast furnaces lacked coke for the production of } 
vhich could be fabricated into steel pipe. 
rst obtained a supply of coke which we swapped for pl 


cr 
eastern furnace. The pig iron was shipped to Chicago whers 


ide into steel which in turn was fabricated into was pipe. 
le to the gas company and the new gasline vw 


is made avatlal 
led to the copper producer. Copper production was ultimate 
nereased and the manufacturer of our automobile radiators receiv‘ 
enough additional metal to meet his commitment to Kaiser Motor 
Che CHamman. In other words, you did not acquire the copper 
plant, but you did enable them to get enough gas to supply your ne 


_ 





ured to produce 
Struthers. Ohio. wl 
at Cleveland. Ohio. 
eq | rr< 


r 


No: 
the Geneva plat 
(CHAIRMAN. I see 
They were 
tarted., 
they were old prewar f 
nev are now, howev r,t ed 
es of IT) states Steel, 
CHAIRMAN. I see. 
KAtser. But at that time they were not. All of these 
ik ng facil ties were subsequer tly disposed of when, 
juisition of additional steelmaking capacity, the major pro 
of steel were able to furnish our requirements. | 
iddition to the foregoing steps, the corporation made an 
stock of Portsmouth Steel ¢ ‘orp. and a cap tal conti 
Steel Corp. for the purpose of Republic building 
‘facilities. In connection with these transactions, 


contracts for the purchase of steel from these tw 


ult of the steps referred to, Kaiser Motors put itself in a 
not only to s ipply t portion of its own steel requirement 
could not be obtained through regular trade channels, but also 
pply steel products to many of the manufacturers of parts. 
April of 1953, a wholly owned subsidiary of Kaiser Motor 
“l the operating assets of Willys-Overland Motors, Inc. 
1 


CHAIRMAN. By reason of the hardship in getting metal 
the company operated at a loss, did it not. for 2 or 


4 


Mr. Katser. That is true, Senator. I would not say it was entirely 
to that, to the shortage of materials, that we operated at a lo 

i substantial factor. We estimated that we spent in the neigh 

ood of $40 million in barter ing and acquiring steel that we would 

ve had to spend had we been able to buy at the going n irket 


Che CuatrmMan. In other words, had you been a prewar company 

certain allocations, you would not have sustained that loss; is 
oht ? 
rignt ¢ 


if the steel, the capacity of steel, of the country had been larger 
it there was not this shortage that existed 

The CHarrman. There was a tremendous demand for cars after 
war: was there not ¢ 


Mr. Katser. Yes. 


\Ir. Kartser. That is one way of Saying it. Another way of saVIng 










LAWS 


words, the market had increase 
© get into the picture, you had to have it ray 









Phe CHarrman. And build up your sales organization as \ 




















our producti ne simultaneously: is that right / 

Mr. Katser. That is right. 

Phe CHAIRMAN And that is alway in expensive operation. 
Mr. Kaiser. That is correct. 

| ould like to say this, though, at the time the decision wa 





' ‘ } ] : } 
jolIn with Grahan Pa ve there was a general feeling that 






































ould be a surplus of iron, steel, and all materials, due to the fa 
tnere Was onger an litars requirement, and the reverse pl 
true, because the pent-up demand for civilian goods more th 
the place of the military requirements. 





Phe CiarrMan. Also ¢ oupled with the fact that due to internat 


conditions thre biiitanr 


ry demands did not decrease is rapid 


















































ticipated 

Mr. Kaiser. That is correct: that is right. 

Phe Charman. And that, of course, entailed its loss 

Mr. Katser. That is right. 

The CrarmMANn ontinuing). Which was a tax loss also. Ih 

ords, under the law if vou could find tax credits vou could a 
{ to that lo s that correct ? 











Mir. IN AISER Well, at that time I do not remember, At the t 
course, Ka <C] Motors had losses, but we were not nssociated 













other Cohipany, al dl there were ho means ot defravir o ths 





he CiarrMan. In other words, to put it more plainly, had 
been in operation during the war, you would have built up substant 
eredits on which you « ould have drawn at that time: is that not rie 
Mr. KAtser. Senator, | would like to refer to counsel for t! 
because [am not sure what the tax carry forward or back regulat 
were at that time. 
Phe CHarrman. The carryback, carryover feature of the tax 
vas written to encourage postwar production for the purpose of 
bilizing the economy. It was perfectly legal and legitimate, and 1 
body could kick about it. 









































However, a company that did not participate in the war pict 











And a merger was a very good way; isn’t that right ¢ 








Mr. Kaiser. I understand what you are saying, Senator, and 
the broad statement, yes, it is true. 

At the time when we were speaking of initially, frankly, we did 
have that in mind. I mean, at the time when we were suffering shi 


























have that in mind. 

Now, as you move forward, what you are concluding is that w 
we acquired Willys-Overland Motors we then acquired an earn 
asset, and we could offset losses of Kaiser Motors against that earn 


asset 























The Cuamman. That is right. 
Mr. Kaiser. That is true, and the tax law permitted that, and 
was perfectly legal; and we had that in mind as one of the factors 





















had to get some way to get any tax credits at all: is that not right! 


aves of raw material and incurring losses due to that fact. we did not 
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(‘HAIRMAN. You had that in mind as one of the factors 

IK. AISER. But it was not a basie fa tor, and I do not say 

! d a tax position. We were after a product. 
CHARMAN I do not think you necessarily have to defend t} 


ion. It was legitimate, but I was going to go one step furthe 


merger, VOu also acquired the sules organization of Willy S: 
right / 
KAiser. That is correct 


(CHAIRMAN. And thev has 
IK arser. They had been busine ‘or some 


(‘HAIRMAN. They went back to the old Overland 

Kaiser. That is correct. 

(CHAIRMAN. And you calmed that asset of an old sa 

if Was pretty firmly entren hed n the community 

Kaiser. That is correct. 

(‘iHHAIRMAN ‘hat IT was trving to bring out here were basi 
any othe! reasons for the merger at that time 
the product itself. The product of Wallys 
vheel drive hehtweight field. in our Jud: 

The hist ot { had been very wood, 
irily in the military sense, and it had not, 
exploited or mel handised commercially fror 


and we felt that that field otfered a 


iN. May I say, Ser ito) Langer, o1 this In 
versations with Mr. Henry J. Kaiser 
IS aml tio} was To produce 1 commer 
for the rural population on the farm. 
cle but was an all-purpose vehicle to 
. ’ ’ ; 
through the fields, and he was pretty mu 


because he felt the jeep with modi 
ys development . 
‘hat is mght. 
CHAIRMAN. Something like the jeep, | mean, would be 

ous asset and would be getting back into the early davs of 
T Ford when it was the farmer’s vehicle « 

remember those conversations. 
t wondered if that did not have some beat 
Katser. It did. 

e CHAIRMAN. That ambition build that type of vehicle 
Kaiser. It did: and there was another factor. Kaiser Moto 
was in difficulty and was continuing to have losses, and we wer 

ivoring to diversify its business so that we could pull t out n 
of having to have financial difficulties, as many other companie 


have had. and had to go out ¢ IS 


ad started in the business 
ie (HATRMAN. What advantage did this give to Willys. 

\\ illys side of the picture 4 . 

Mr. Kartser. The same thing. to a certain extent. w 
of product. Qn the Willys side of the picture its busines 
arily military, and during the period of its military productio1 
d lost some of its passenger-cal dealers. 
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Kaiser Motors was in the passenger-car business. It had d 
Wi i t time had just started in the a bu 
Kaiser Moto id distribution in the passenger-car field 
plement the VW \ distribution in the commerci: ae field. 


Phe Cuarrman. The Willys had not built what might be ec 
medium priced passenger vehicle since they had dropped th 
\\ Knight: that not right? 

Mr. Kaiser. That is right. 

The Cuarrman. They had specialized in very small 


s correct, 
The Cuatrman. And that gave them a passenger-car line, 
reer a passenger-car line, as well as a what vou might ca 
1 trial | ne | oht vel cle: 1s that right ? 
Mir. IKaAtser. That is right. Willys also had started ; Bn 
f { 


it The me, yu prior to the time, t that we sated 1eL! 
it we classify as the medium low-price field, and aa nee 
idditional distribution for that. 
Che CHarrmMan. All right: well, go ahead. I want hati ss he 


1 


points because they h id been partially deve sloped in the testim« 


Judge Barnes, and I thought they ought to be gone Into Ir ather fu 


ney 


re to explain the exact causes that would make the merger po 
advantageous, 

Senator Lancer. In 1953 did you get the consent of the Atto 
General to buy out Willys-Overland 4 

Mr. Katser. Yes 

Mr. Brown. T he Federal Trade Commission. 

Mr. Katser. The Federal Trade Commission. 

The CHarrMan. Judge Barnes testified to that here. 

Mr. Kaiser. These assets consisted—should I continue, Senator? 

The Cnarman. Go right ahead, please. 

on ae — se assets consisted of automotive manufactu: 


g 
plants at Toledo, Ohio; an assembly plant at Maywood, Calif.; and a 
- un dry at Pontiac, Mich. In addition to these automotive manufa 
tt r facili ities, , e assets comprised an electronics equipment manu 


fa icturing plant in Toledo, a forge plant at Erie, Pa., and a jet-eng 
parts plant at, Anderson, Ind. The assets also included contra 
patent rights, and other tangible and intangible items used in the 
onduct of the business. 

The purchase price was $60,824,000, and was paid in cash, eit! 
directly to Willys-Overland xr to creditors of that company, N 
ecurities were issued to Willys-Overland or its stockholders in cor 
nectio1 ne this transaction. 

the time of the acquisition of these assets Willys-Overland wa 
nips in the manufacture of a passenger automobile in the medium 
low price field, and trucks, utility vehicles, and jeeps. Its passenge! 

‘ar ; roduction in 1952 was 48,845 units, or approximately 1.1 percent 
of the total passenger cars produced in the United States. Its com 
mercial and military production was 116,120 units, or approximatels 
10 percent of the total production of this type of vehicle in the United 
states. 

Prior to the acquisition of the assets it was not possible to mak 
plans for the integration of the businesses of the two companies, and 











howead 


is equally iS food, 


ictivit 

part 
equipme 
our busn 


products accounted fo 


of Willys-Over] 
t. made us 


les conti 


, or was it not? 
Kaiser. No, sir: that was after the mer 
(CHAIRMAN. That was the tota Lles from both com 


rer Too} 


le merged company ¢ 
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Mir. Kaiser. That is correct. 
Che CHairnman. And that amounted to a little less than one-ha 
percent é 
Mr IX arser. Inthe passenger-Cal held, and about 7.3 percent 
ommercial and military field. 
(‘HaimMAN. Commercial and military field. 
Katser. Right. 
HAIRMAN. Judge Barnes, the head of the Antitrust Div 
it committee that, in his view, producer concentratior 
at the heart of the antitrust problem in the automobile industry. 
Phe Chairman of the Federal Trade Commission also dec: 
d 1 quote, “There is already undesirable concentration of pr 
the automotive field.” 
lh vou would comment on that. 
Kaiser. Well, there are two parts to what was said. hh 
Says, if I recall correctly, that there is undesirable 
the automotive field 2 
h \IRMAN. Yes. 
Mr. Kaiser. I do not agree with that. True, we are an independ 
increase our penetration, both domestically 
cannot overlook the ultimate, which is that 
a fair and — and good value in the produ 
to buy and, as I stated at the beginning, 
, this business pedals a very heavy expel 


( 


GOS 


{ 


») 
i 


no vive you low costs. 
the re Is extreme conmipetition among the Big Three 
and I believe its result is in the public inter 
a low price. I think the independent mak« 
bution. 

HAIRMAN. Then it is your belief that strong independ 

on helps the whole automobile field; is that right? 
‘AtsSER. That is right. 

IRMAN. Whereas weak or faltering competition wo 
it correct? In other words, if your independents 
eh to survi and fight for their share of the mark 
hat will tend to hold prices in the competitive field ? 
Mr. KaAtser. 3 : I do not think that as the independents exist to 
t ‘ve bearing on it. I think the thing that has the a 
and on the product is the competition among the 
not think you can honestly say that the anente 
» market Is large enough to h: ave a sufficient bearing oO! 
he Crairman. How many suppliers do you buy from outside 
‘companies Which are your own? 

Mir. Kaiser. Major—about 700 to 1,000. 

The Cuarmman. Minor? 

Mr. Katser. Around 2,500, 

e HAIRMAN. 2,500. In other words, your plant acquisitions 
he forties, you feel, would not have been necessary if there had be 
sufficient parts manufacturers from whom you could buy the parts’ 

Mr. Kaiser. No, sir. The plant acquisitions we made becauss 
parts were practica lly solely in the engine business. In other word 
we pected’ buying engines from Continental Motors Corp. 


eChnou 





parts. a we bi \ them at good pl 
could buy all hem. For instar 


f you coi ive gotten the Stamping 
pil g pla it at 2D vdvsicde. } ) But Vou could not cet 


t right 


/ 


Kaiser. It is a big debatable point, Senator: I ar 


ds on your volume. If your volume—and this is m 


if your volume is in the neighborhood of 800 to 1.000 uw 


over. I think vou are better off to produce yourself 


ink you are better off to purchase 


Well, I think you have not answered 
ave said, however, that you felt that the competition 

ie Three mayor companies 1n the price field pract lly fi 
e: does it not? 
IKarser. Your first question to me was about Judge 

» two q iestions, as L reeall it. | took the last one 
nderstood what you said correctly, he was Saving 
tration in the automobile industry was not good. I 
with him on it. I donot think you can draw that conclusion. 
CHatmrMAN. And you do not think it is dangerous to the e 

have General Motors, Ford, and Chrysler doing 96 pel 
business / 
Kaiser. No, sir: I do not. I do not think so because 
e competition among the three of them. 
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{ you have answered the last part. 


thing amounts to a 
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Which isa multip lied monopoly 


that, in simp le language that is a 






is not bad for 








I think. 
| have to restate that if you would, pleas ; 
cally the same thing. 


said that he thought that producer 
rt of the antitrust problem. 


rger, in what way has the e¢ ompany, 


it has done, 


ntegr: ited position either backw 
r for aa toward the finished product ? 


it has given us an expal 


th the products that Kaiser Motors brought 


other 


) 
Li 


hncentrate 
r 


eparate one u wil 
The CHaiRMAN. It wa pra 
Mir. KaArser. All right 
The CuatrMan. Barns 
( on les the he 
Mr. KAISER. It the same 
Phe CrHaArrMaANn. An 
NO re ut or your me 
ay mproved 
tows ira mate Pie 
Mir. Karser. The first thing 
sumer pul 
flay 4 
\ produ il were part of 
[1 iS @] ib tuUusto er 
L facilitie have found 
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it 





all of our 
facilities which 





n a better position for a 


‘ 
lessens 


you have a merger 


the old Willys-Overland. 
Toledo. 7 


activities at 


we did not 






big bearing at Detroit, 
minant factor in the community, and we had mot 
Willow Run, which enabled us to concentra 





because of our dominance in 








labor market. becausi 
whereas in the Detroit 


have 


area the 


the concentratio1 





but 


es, do you not thereby make it more difficult 


the 


ate ld 2 


I do not think so. 


otner 


Phere is one ‘oh illel I wanted to ask you about, 
Motors is concentrating on the sma! 
vetting back, 
Froup 5 


oV 


HAIRMAN (continuing) 
. Karser. That right. 

The CHAIRMAN. 

r it orrect. Now, American 

rnit ur they ill t] Rambler, 


1? 


words. 


Icom 


the automobile industry 
necessitates heavy investment; 
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To even get started ? 


shall we say, 
is that not right ? 


into 
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Karser. Lam not sure of that. 
t is in the low-cost field. 
bler, I am really not 
(‘HAIRMAN. At least that was Mr. Romney's testimony. 
Kaiser. I do not dispute that at all. 


I know they build the Ram 
W hat percentage of their vol 


CHAIRMAN. }’ou get into the same position with t 
not, in that you are promoting a certain type of vehicle 
cdi ed by any other company 

Kaiser. That is correct. 

( HAIRMAN (continuln 


o). To go along with your other passe 
line 


KArsER. That is correct: that is right. 


( HAIRMAN. Is it a necess ty In the automobile industry, in ord r 


ete with those three big companies, that a company be inte- 
to a very large extent’ By that I mean, go back to the base 
up 

Kaiser. No, sir; I do not think so. I again think it depends 
the economic point of the number of cars. 
[ said before. 800 to a thousand, I think as you go up from SUU, 


iS economically sound for that company to start acquiring 
facturing facilities, and performing manufacture of its own 
Less than that. no. I do not think it makes a difference. 


CHAIRMAN. But the newcomer who comes into the field and 


out three or four hundred a day, is it possible for him to acquir 
essary parts in the market ? 

KAISER. Yes, it is. 

CHAIRMAN. Without integrating? 

Katser. Yes, it is. 


CHatmrRMAN. The president of American Motors stated that it 
erally agreed the Big Three volumes are not required to achieve 
m cost results. Would you discuss the size of your own com 
operations at which you believe optimum cost results will be 
ved. 
Kaiser. Well, I can only discuss my own particular business. 
business [ think that when you are purchasing on the outsid 


outside suppliers, as we are doing in the main, with the exception 
gines, steering, bodies, stampings, and so on, we can be competi- 
und we have good cost results in anywhere from 250 vehicles up 


rey 


lay. 


} 
4 


iprove your competitive position by starting to make some of 
OWN parts, 


hen you again get up to this 800 or a thousand or over, then yo 


e CHAIRMAN. The point I am getting at is at what size produ 
ado you think your company could achieve its best results price- 
‘, prontwise ¢ 
Mr. Kaiser. Well, profitwise 
hitwise on it. 
Phe CHarrmMan. All right. 
Mr. Kaiser. Pricewise, I think—it is a hard question. hi 
omewhere in the neighborhood of—oh, well, at 250, I say we can 
that. Your best? It is hard to answer that. It depends upon how 
ich you put into advertising; so many things can happen. 


leave it pricewise before vou add the 
I 


Phe CHarrmMan. Of course, your advertising 


PAY: OO pt 7 





DY QO THI ANTITRUST LAWS 


You get me ina difficult position also, Senator, be 
l think about that then somebody says to me, “\\ 

odu ethat many,’ or“Are you producing that maa 
farting to predict for our customers as to what wi 
d rather not do that. I will be glad to talk to 


IRMAN. Then it would be very hard for you to ascet 
the record with “any degree of certaimty what woul 


ind it ig. a complex factor. You 
mb I st lations on it. 
IRMAN. Here is another $64 question: Would not co 
st served DV some plan to restrict the size of a manufact 
optimum size ¢ 
Mr. KAISER do not think se, so long as you have the compet 
dition that exists today. Once vou do not have that, then you 
rot a different pr blem 


Phe Chairman. You know, sometimes size gets topheavy Nn 


id 
Mr. Kaiser. Well, then, when that happens, the public will corr 
because they will stop buying them. 
Che Cuamman. I donot know. It seems to meas long as they 
oney they keep on buying. 
Kaiser. But they go to somebody else if they think they 
better value, and they will eventually level it out. 
CiarMan. I believe you cleared this merger with the Fede 
(‘Ommiussion, IS that not correct 4 
Mir. Katser. That is correct. 
Phe Ciaran. Did you ever consider also clearing it with 
Department of Justice, Antitrust Division / 
Mr. Brown. No, sir; we did not do that, just the Federal Trad 
(‘omission 
The CuatmoMan. What was that? 
Mr. Brown. Just the Federal Trade Commission. 
Phe CHarmMan. You felt that that was suflicient / 
Mir. Brown. Yes. 


Phe CiairmMAN. Of course, you know we have a rather bifureat 
peration here. The Federal Trade Commission can pass on certa 

>the Department of Justice passes on it by bringing lawsuits 

Vir. Brown. Well, Senator, we did not feel there was really a 
tion under section 7 of the Clayton Act because we felt there Was 

he of competition. , 

CHAIRMAN. Here is something else: Do you think the prese 

nal clearance procedures of the Federal Trade Commission a1 
epurtment of Ju fice are helpful to businessmen who are plul 


mereers 4 


Mr. Kaiser. Ye I would like to refer to counsel and see if 


Lorre Vi ! 

Mr. Brown. Yes, very much so. 

Now, on the sale of the Willow Run plant to General Motors, before 
that could be done we had to get clearance from the Justice Depart 
ment, and if there had been no method of getting clearance, we could 

ever have sold that plant. 
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(CHAIRMAN. Of course, you must realize that happened to 
ment-built plant, and it was under the proviso that its 
would not tend to create a monopoly - do you remember that / 
BROWN We also remembered that. 

(urAIRMAN. For that reason it had to be cleared 
Brown. Yes, but IT think they also w 

if the Clayton Act. 

(‘HLAIRMAN. Yes. 

isk Mr. Burnes to 2 

toask. What we are 

Karser. Right 

Burns. It has been cla 

tf more costly for them 

ly ditferent models. 
vou know of any Importa novation or engineering 


independent which the Dig | . at adopt or were 


pt because their size made t too costly / 
Katser. No. 
IsURNS It ha also been tuted that one ot the dang 


+] 


he volume which the large companies produce help 


1 


ieceptance and forces . the smaller Compal it 

r question ible consumer value 
ou agree with that statement ? 
IK AiserR. Yes, to some degree. 
burns. Does that 
IK aAtserR. | do not see anyth hye detrimental about it { 

in Inference there that it is detrimental. IT do not see that 

think it does have that tendency. 

Burns. Well, the inference that was drawn by another witness 
hat when a large company with extensive advertising ability 
pecial features to the car, the smaller manufacturers are often 
elled to follow even though they think that the consumer value 
worth the price that ts charged. 

KAiser. | understand that, but I do not t 


iy 
1 may, Way I olive you an example? Let us take automat! 
missions. sO man people sav. “You have the automatic trans 
on and, therefore. it adds to the cost of the car, and if 


1} 
l ve could 


get it without the automatic transmission.” 
Vhen the public is free to choose, they vO predominantly to auto 
¢ transmissions, so the public, in my opinion, will buy ultimately 
if they want. There may be some shortag period where they 
not get what they want, but when it levels out, they will buy tl 
ories. They will buy the new things, and if they do not 
they will not buy them, and so any company, whether it is big 
ll, has got to build what the public wants. 
Phe Cuarrman. Is that why, in the medium- and lower-pt 
matic transmissions are optional ? 
Mr. Katser. I think so. 
Che CHarrMan. So that the customer can state whether or not | 


nts to pay for them, and the price of the car is regulated by whether 
not he does, and the same applies to power steering and powe1 
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Kes 
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IK er. That right: that is correct. 
Burs Can you state approximately the pereentage ol 
parts o} upplie ; which are obtained from any 
Three or their subsidiaries ? 
Kater. No: I cannot vive it to you in percentages, 
Bur \re there any principal types of parts you pm 
inv of the Big Three? 


r. ICATSEI \utomatic transmissions we buy from General Mi 


ind generators we did buy from General Motors. Ws 
buvingeg those from Autolite, so that is the major part, wi 
natiec transm on 


he Crrarmman. Autolite? 


Kaiser. That isan independent automotive parts manu fact 
e Cram an. ‘That was originally sort of sponsored by Chi 
C4 till an dependent. 


Karser. It not really s ponsored by ( shrys ler. Anutolit 
of Chrysler business. Some people have said that is so, 

e not found it that way. We found we are dealing dit 
Antohte, not with Chrys ler. 

Burns. Do you have any reason to believe that your ¢ 
irged more for parts or supplies that it obtains from any of 
h companie charge themselves ?¢ 





Burn (re there any parts or supplies which you pur 
the Big Three or their subsidiaries because, as a practical 
ou cannot obtan them e] ewhere? 

Kaiser. No 

Burns. Have you ever experienced any difficulties in obtai 
f your basic supplies because the only available supplier 
tment from the Bie Three ? 

Karser. Ye That was in the shortage period when we wi 


Mi 
tarting in business, and it was not—the question only says half 
t, because they also had commitments with the independents w 
vyhom we were con pet ne. In other words, an new company did 


» the ime status as one that had been in business before. 


Burns. In your opinion, is General gg or Ford 
iny market control over your company by reason of the stré 
on which these companies occupy in the varia and automot 


Kaiser. Would you read that again, please? 
Burns. In your opinion, is General ieatoie or Ford able f 
any market control over your company by reason of the stror 


] l 
On yhnich the 


ese companies occupy in the parts and automot 


Kaiser. [ am not sure—I am not trying to avoid your qu 
[I am not sure Tam clear on it. You mean because of their po 
the parts and the accessory field ? 

Burns. Ye 

I AISER No 


Burns. To what extent are your prices keyed to the prices of 


competitive make oft irs ¢ 


Karser. T think they are keyed more to our costs than they are 


petitive reasons at the present time. In the past they have beet 


ng the product peak 
RNS. Deo you believe 
inv manufacturer a competit 


/ 


of automobiles 

KAISER. No. 

Burns. Does your company have any defense contract 

KAISER. Ye 

CHAIRMAN. That is through the Willys side, is it not 

Karser. No. Actually it came in through the Kaiser side. Ka 
ifacturing Co., which is the company that actually aequired 

OmMmotive assets, 1 the one that had the defense contracts prima 

th the exc eption of the jeeps ; of course, Willys had them 
Tho ( ordet have now hee) completed. We have very | ttle 

rv business in the jeep field. 

e CHarRMAN. I had a complaint some 2 years ago that the spe 
ould bid but General Motors. Did you hear anything like 

KAISER. No: we do not find that. 

(CHAIRMAN. What ts that? 

Karser. That is not true, to our knowledge. 


Burns. Do you have any problem in obtaining ¢ 

fact that there are only two companies which supply 

ntry for automobiles? 

Kaiser. No problem. 

Burns. Does the lack of ¢ apacity of the glass compan 
dicap you in obtaining glass for your automobiles / 

KK AISER. No. 


this was in 1953—on passenger vehicles were such that no 
] 1 


ce ( il 


e CHarrMan. Hasn't this new wraparound windshield caused 
idditional costs in the automobile price ? 
Mr. Katser. Yes. 
CHAmRMAN. What is the comparative price of those wrap 
d windshields. the olass for it, compared to the flat ola 5; We 
1 to have? 
Kaiser. Senator, I cannot answer that with respect to anyone 
except on our own product. We estimate in the olass alone 
i dollar and a half in our own product, but I do not know what 
gures are in anyone else’s. 
6 CHAIRMAN. I wanted to get into the sales picture a little bit. 
With respect to the dealers, do they deal directly with the « ompany 
hrough distributors ? 
Mir. Karser. In the case of our company, we have both. We have 
t dealers, about 60 percent of our distribution going through 
rect dealers, and about 40 percent through distributors. 
Che CHatmrman. Those distributors are independents, is that right, 
like the dealers? 
Mr. Kaiser. Correct. 


Phe Cuarrman. Except they, in turn, have dealers who buy through 


| 


em. 

Mr. Katser. That is right. 

The CHarrMAN. So from the factory to the dealer you exercise no 
trol except that you sell directly to some dealers and in some cases 
sell to a distributor. 
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Mir. Karser. That is correct. 

Phe CHairman. Do the distributors people furnish the fina: 

Mr. Katser. Yes 

Phe CratrmmMan. In other words, you do not own a financing 
pany or Insurance company of your own ? 

Mir. Kaiser. No, we do not. 

Phe Cuainman. General Motors has one. I think it is th: 

itomobile « ompany that has, is that correct ¢ 

Mr. Kaiser. That is mght. 

The Cuamman. f think that finishes it up unless you hav 


\I 
‘| 


o more to offer. 
r. Karser. Thank you. 

e CHarmMAN. Inasmuch as you were the only witness tod 
I} rece until 10 oclock tomorrow morning. 
Mr. Kaiser. Thank you, Senator. 
(Whereupon, at 11:05 a. m., the subcommittee adjourned, to 1 
on Thursday, June 16, 1955. at 10 a. m.) 


. , 
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ounsel. 
VIRMAN Lhe Ohilnittee will come to order. 
Il. A. Toulmin, Jr. You 


today will be Col 
r 


thes 
| belie ¥@e6 do Vou 


} 
) 


\TEMENT OF H. A. TOULMIN, JR., ATTORNEY, DAYTON, OHIO 


POULMIN 
Deo vou Want to read your statement, or do vou 
md highheht it, and then conment o1 
t he record, Senator 


{ / 


LALRMAN 
he rec ord 


| \\V 1] just put 


t 
if ’ 


N. 
CnamMAN. And then ve 
And then let me comment on it. 
You will bring out the highhehts 

to the printed statement, T have pre 
this long sheet here, whicl 


= 
iWwill comment on 


PouULMIN. 
( HAIRMAN 
PouLMIN 
i. number of pre tical su 
vol will find there, and upon which | would parti ularly like 
ire drafted from the pom of view of 
record also, follow 


ly idelition 
eevestions in 


DECAUSS they 
the 


ment, 
Do you want to put that 


CHAIRMAN 
our statement 
‘Tountmin. Yes, sir. 

mn will wo inh the record. 


e CHAIRMAN. So both of the 
( prepared statement of Mr. ‘Toulmin, and iccOmMpal Ving 


n't) 


| follow a 
STATEMI \. TouLMIN, JR 
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Law 


e rights of medium- and small-si 
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majority 
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red Ways How To 
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Avoid or 
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able Corpor 
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iS impression of their el 
the National Associntion of M 
General's report which, contrary 


ent 


mnalvsis of the problem 
byvist for salted peanuts, counse 
de Commission, and now Chairm 
mre ntly f the most active mer 
note ole on i member of 
mt Was his as an impartial Chair 
tion that ethieally should disqua 
» dealing with his publie duties ar 


of the Republican National Committ 
for the Republican minority in the Hou 
Harbor investigations by the Joint Comn 
seemed surprised when I declined because, as 
or Board and the author of its report, it seer 
ippear as counsel in a hearing where this Army 
eV I might add Tam a Democrat 
on August 1, 19538: 
ontidentially from unimpeachable soures 
committee will be substantially composed 
orporate clients and their special interests t 
sumed that the seleetion would be on a nonpott 
trust law and devoted to the public interest 


I 1 asking those who sponsored me, 
es, Senator Homer Ferguson of Michigar 
rzinia, to withdraw their proposal of my 1 
mmittee 
a betrayal of the publie interest 
August 5, 1953 
rranted concern over the membership 
P August 1, has been received,” 
1953 : 
an ‘unwarranted concern’ over the p 
uwyers representing special interests in defend 
l ist laws 
itened dishonesty in the discharge of a publie duty be 
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on Senator Homer Ferguson’s suggestion, as chair! 
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| ’ d hed by the Library of Congress shows that 
i ne ‘ Te i e C4 Inittee repre ented Companies Which I 
red with vir ! Of the antitrust laws 
Phe c on purpose of the majority was to weaken the antitrust law 
ere W determination not to make them fairer, more practical, and 
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pposed 1 g rights under collateral laws which have by 
property righ ect to revocation by reason of antitrust litigation 
$1 fave i it ttorneys’ contingent fees in triple-damage antitru 
I >t cketeering lawyer who is tempted by the large 





statute of limitations of 5 years in an 
uits to force the Dk tment of Justice to bring suit promptly and not w 
, Veu!r ifter the events occur betore bringing suit, as in the Oregon 1 
e and in the New Wrinkle case, in both of which cases the acts complain 
e lon nee disappeared The same thing was true of the suit to d 
du Pont and General Motors, and it was particularly true in the Bankers 
recently decided against the Government, from which decision it did not appx 
| tnmend that the property rights granted under the patent law 
e trademark laws be not destroved by antitrust litigation dealing 
outside of the patent and trademark laws 
(. I recommend 
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with 





against the illegal appropriation of private property, suc 







patents, or the compulsory licensing of patents, both without due compens 
nb violation of the Constitution, by simply using the antitrust laws for pur 
purposes for hich there is no statutory or constitutional authority. 

Ss. | recommend a vigorous enforcement of existing decrees in antitrust « 





Che Government has failed to enforce the decrees in many of the cases w 
the Government has won and which the defendants ure violating 
% TT recommend a priaal be 







instigated to screen mergers in advance of me 
Inder section 7 of the Clayton Act after the merging has t 


Cia 
piace and the damage aone 


10. T recommend a cessation of attacks by the Attorney General on the ot! 
departinents of the Government charged with protecting the United States 
ind naval attack Nutional defense must 


forcement of the pencetime antitrust laws 
; : 






always be superior to 







1. The present Assistant Attorney General in charge of antitrust stated 







taking office that he knew nothing about the antitrust laws. In view of 
performance since that time, this statement seems to be superfluous and obvi 
I re mend that in the future a man selected for this important national p 





uwyer in the field of antitrust law with a sound knowledg 







iv. The present system of having antitrust sections in the laws controll 
isriculture, aviation, trademarks, banking, etc., should be eliminated by a cl 
eut single law We should also eliminate judge-made law such as defeating | 


D 
ents because of antit 





ist violations for which there is no congressional author 


practice of settlements by the Department of Justice beh 
sed doors without court approval 






between the Government and citizens should be based up 

open court proceedings and approved by a United States judge in a const 
t ' | 

decree—public business done in a public forum and done there alone. 
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etn | go on appeal very quickly, and it 
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vat prices they want to. 
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think they stem Trom your bys 
kk that the antitrust laws as they 
nloreed by Linnost 3: intell vent 
nk the reco 


itor OOManoNney. present 
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ry O’Manoney. Well, Mr. Nathan. 
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One 
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Asa lawver and as an 
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laws and other la 
Though these la 
of conspiraci 
» Congress to preve 
OUP PrIIMArY coneern tod 
full production and full e 
economic bases of vig@orous politi << 
ecifie abuses and efforts to 
cht of these broader objectives. 
OF a ce neu of experience with the Fede 
me the courts have clothed them with mea 


d by the evolution of interpretation the ar 
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As the chairman has pon ted out. their ma 


ect largely uneh inved for more than 10 ven 
eri! have seen 9 more vigorous policy of enfor 
ferpretation by the courts, it 1s nevertheless pet 
r these laws are rdequate in the light of 1 
‘the First World War. 


lation of data documenting these ehar 
Pe porary N itional Keonom c (‘omm 











Lt r legal Ce nica ( ol ! he 
them | >A oe reat thre oOreora | ‘ ( 
of ect 1) | er and ; 
ea ppomtment of Prot. Ley mh 3 Vil { \ 
(x era X ¢ ill tlee ¢ Wied These que bio} 
( Ol | ry or view, thi Hippo hil ‘ 
it kin if economie structure will be 1 t cone ve ti 
r production and consumption in the United States / 
it ce tions will promote the long-run etliciency, both techno 
ind social, of the Amerient economy : 
it. condition Will maximize the econom * OpPporcunity lO nd 
COnadItTO! \\ llencou ie wide pread d stt but on of the bens 
f the economy 
Vhat conditions are necessary to reserve to the people the control 
e essential deeisions atfeeting their economic welfare 4 
eclrive requ re Pree compet tio Li veneral, it | el ito me vi 
[hel that in the lon werun thre e conditior are ii neal 
economy characterized by a multiplicity of independent 
es. at all tages of the economy, from extractt through 
icture to distribution, with freedom of action and Virorou ind 
ne competition among them Mh IS nec arv. i rote OT 
irtz savs, not only “because of the favorable economic conse 
cee of competition .” but also 
‘ nd vn ‘ ( erty a I ‘ 
eopardized ‘ I power drift nto re itive ‘ 
Mr. Chairman, Lie ¢ ence of yout probl 
ou will permit, I should like for a moment to depart from the 
t questior unl remind you of some facets which are all too 
il though you find little re wrnition of them in the report of 
\ mney Gi eral’s Committe 
Lenice of ere it and gro economic COnCcenErATLO! | tl il 
t41] Vie 1) e enterpl ( nthe I NH ted sstiite | ere re 
bout 3.000 that employ \ MAnNV a LO pel ) Phere are 
HU) thr asset ot Ss] billion or more, ana these Ol ive issel 
rut nearly SLDO bill Hnost eq il to the value of al (I 
| ted >I ite 
MEO thre dot Lrice I ay { Orporal OHS Tete ed nto ] \ 
il egvment of our econo \ 
e 200 largest nontinancial corpo! tions owned about 55 percent 


issets of all nonfinancial corporations. 

tenth of 1 }> reent of all corporat ons owned D2 percent of all 
rate assets and earned 50 percent of total corporate Tcome 

ne-third of the total value of all manufactured products was pro 

lin industries in which the 4 largest producers of each product 
inted for over 75 percent of the total product : and nearly OU per 
of all manufactures were produced in industries in which the 
(rest producers accounted for over 50 percent of the total. 
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THE ANTITRUST LAWS 


from industry whose understanding of 
(fort was clouded by nightmares of postwar “o 
tres, incidentally, which never came true. 
past officials of big corporations have tried 
cribe revisions of the tax laws, the tariff laws, 
of the United States. They have sought 
sions often drafted and enacted specifically to n 
stances of a handful of large taxpayers. 
es are now demanding the removal of the pz 
ural gas of which they are the principal sup Dl 
panies have P layed a major role in blocking ame 
ial-security laws to pay benefits to disabled w 
vy feared ies the effects on their insurance busin¢ 
ng companies have exerted powerful influence 
inemployment insurance and workmen’s compe! 
imize their obligations for benefits paid to the 


perfectly plain that I am not disputing the rig! 
any other citizens to try to influence legislat 
y think will benefit them. This is both a politi 
ional right and I only wish it were more widely exe: 
is dangerous and incompatible with broadly based poli 
nfluence which is exerted by concentrated weal 
is such, and the assumption that sound pul 
‘ally result from accommodation to the intere 
esses wl ch are nonresponsible in a political sense 
racy elected officials presumably are responsive and respon 
he electorate. But who is the electorate in terms of politi 
Concentrations of economic power tend to exert conc¢ 
il power and we are deeply concerned when politi 
i reflection of accumulated wealth and economic wealth. W 
too much evidence in cae past, and again under the prese: 
ation, of the great political force ¢ xerted by concentrate 
is quite clear that this is not healthy in a democra 
of decision is necessary to democracy: Our 
It on the principle that in a multitude of 
‘este ad on ents lie S the way toward ¢ le cisions for the 200d of ti 
etyasa whole. T his is true equally of economics and politics. Ws 
expect to maintain a healthy body politic if we continue 
supergovernment over our cae. “Size,” said Just 
‘nt in the Columbia Steel case— 
power of a handful of men over our economy. 17 
hen ign or it can be dangerous * * * for all power tend 
vernment in itself. Power that controls the economy sh 
Is of elected representatives of the people, not in the hands of 
strial oligarchy Industrial power should be decentralized. It should 
iitered into many hands so that the fortunes of the people will not be 
pendent on the whim or caprice, the political prejudices, the emotional stal 
of a few self-appointed men. The fact that they are not vicious men but 
spectable and social minded is irrelevant. This is the philosophy and the « 
mand of the Sherman Act. It is founded on a theory of hostility to the concer! 
tration in private hands of power so great that only a government of the peo] 
should have it 
Moreover, this private power is so great that it is able on n 
occasions to reach into the regulatory agencies of Government a 
frustrate congressional intent in the regulation of business and, } 
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rly. of legalized monopolies In my own experie! l 
ntered instances of t!  { at are ad courag ne i 7 

re are situations which require the close attention of t ( 
ernment regulation of airlines mishandled. monopoly et 

1: When the Civil Aeronautics Act was passed in 1932. 
port industry was young and weak at dt ie econo) 
vhat depressed. There was the question of su 
rnment payments for transportation of airmail. The need { 


dy and airmail payments was the principal factor 


l l 
| 


} 
rulate the industry and to make new entrv depend 1] 
= « . A i 
of public convenience and necessity by the ¢ 1 Ac 
. However, Congress was not w lling to allow the ex \ 


to monopolize the entire industry. Ih fact, Congres erted 
e act an instruction to the Civil Aeronautics Board to e de} 


to the extent necessary to assure the sound developme1 
system properly developed to the needs of the foreigz 


e of the Unit d St ites, of the Postal Service and the nat 


ress actually received assurance that this provision 
¢ about the admission of new carriers into the indust1 Phat 
LDos, 
q It has now been 17 years since that act was passed and not one sing] 


kline has been certificated during all the intervening y 


} 
oy enntimnye 


vfold. T 
rs, having shrunk from 16 by merger. Today the Big Four 
nes account for nearly three-fourths of all comme) 


ie, Which is higher than their proportion in 1938. 


ne, the commercial revenue of the industry h: 
oday trunkline service is monopolized by 13 grandfather 


rue, the Civil Aeronautics Board has certificated local set 
carriers which are not competitive with the tr ! 
now account for less than 3 percent of the industry’ 
\\ four all-cargo carriers have been certificated, but t 
about | percent of the indu try’s total. 
problem of subsidies for domestic earriers no o 
e for the Board’s restrictive entry policy. Onl 
t among the grandfather carriers still vel subsidies for 
Se ne business and this is lara ly because the Civil A 
f { has not permitted them to extend their routes into 


\\ tory in competition with the blIgger carriers ‘J he ( ’ \ 
Board could well be ch urs 


ved with enhancing monops 
not only by preventing new carriers from entering but 
ne route expansion among existing carriers | 
} 


wing fast and future growth will permit exist 
id i even if new carriers enter the field 


he ( profits in the airline field are very sizable \ 1 matter 

, years ago the Board itself said of these profits that 
must be considered excessive when measured by any re ible 
il lard applicable to i. regulated industry.” The Civil Aeronaut! 


| wave limited operat ne rignts to some no ert 

v after World War II, but has been working eve) tor 
minate the few survivors of this operation. This beer 
even thoug! the Board itself has acknowledeed that it is the 


ion of t} ese nom ertificated earriers wh eh Tor 
ines to take up coach ser ce Also alr freieht wa first 9oore 
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Id tho Power Co. should be permitted 
level dams. ‘The construction of a 
permanently bar the high Federal dam 
recommended by the FPC examiner w 
to produce powel at a cost of 7.6 mills 
t ol federally produced power at Hells Ca 
[daho Power dams were eventually authoriz 
ower produced would not exceed the 500, 


would guarantee to the same region. | 


ly supply the same amount of powe1 
Idaho region as the three Idaho Pov 
the transmission of some 400,000 k 
tem In the name of partnership 


pelng milked by an ever growing mons 


policies often encourage Monopo 


ie Government concerned with bu 


ft also be investigated from the point 


id monopoly. This type of investigat 
ilatorv agencies such as Civil Aeronaut 
Le ations (Commission, alone with t 
the Interstate Commerce Commiss 
rocurement agencies and their activities. 
among the big companies by the Dey 
thy of the most thorough and caret 
am not convinced that coneentrat 
he big producers will save the Gove 
Even if there were such savings, the 
security and of our economic syste 
age multiple sources of supply 
taken into account. Even 1f Sec 
iphrey are made happier by the 
of a few bigger companies for t) 
rican people will get neither temp 
the deterioration in the healt] 
our free institutions which 


laws are too mild. In ter 
idertaken, I believe that care 
to the wl e matter of 
trade practices field. 
the free-enterprise 


and fair-trade prac 


( 
} 
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, . 4 
Phi ( Whonre violatol 


our free-e1 terprise system and 
ut of our free society. Too oft 
rnmental reoulat ons and conti 
ry small fines and have sutfer 
ii ; This is most unfortt 
0 which is vital to our 
to be very severe, Too ote 
their activities and 
mificant penalty for very ser 
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thoroughly. 


concerned with 
Information The number of merge 
WSInhYe number of cities where the press 
e individual is quite distressing 
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ind a free press is better assure 


aig : ; . i 
eht well be studied concerns the role of soni 


not ol ly pres ludine prosecullol ot Viola 


the growth of concentration. During W 
oe the Korean war, prosecutions were held up 
obilization officials supported contentions by 
activities In the antitrust area would 
ion for War purposes. 
\ ibuse S were covered lp by such etforts. Pr 
i] taking place Not only can the Defe 
iad MOnOpoly and concentration uu 
procurement activities, but it car 


wehcres so us to delay Ol halt 
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itor OPMaronry. Would it be 
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correct 
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eople mn the socie 
ad the opportu 


{ 
L NOL TLV ! 





sa well asi manager il control rest 
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nd scale of e} 
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business enterpri 
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1 rie 
producing 
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uwcn, as the ize of enterprise @rows, is that t] 
oTOWw \ th it, and that has been the tende 
enmMereves, the combination P S1iZe LING 


lange 


f itself I do not think is necessarily a harmful factor 


[ concentration. 


Senator O'Manonry. Suggestions have been made from time 
perso! vho have studied this general problem that there 
on on the growth of corporate units. What ob 

to give on that? 

senator O’Mahoney, I would not set an arbi 
owth of an individual unit, but I would set a 


n do you care 
NATHAN. Well 
limit ¢ hea 


? 


ut on the growth in relation also to the percentage 


t accounts for. 

take a different illustration. Let us take the 
Ll nterprise reaches the SIZ, let us Say of the 
General Motors in the auto 


e 
States Steel Corp. 1n steel or 


OT 


industry. 
only huge but also it is associated with a very 
the end produ t 


e of the total output mn the industry 


try 
Well, the most recent testimony before { 
United States Steel Corp. has ap 
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Senator, | think that the answer to that g 
hould be permitted to go into any other 


red by anothe question And that is, we n 
nal must kno more ibout the natu 
an mMNdustry. 

to an enterprise t t was in, let us Say, 


r all conditioning units, where there is 0 

ind a lot of suppliers and then tinds that 
que, thev have developed a certain know 
d permit them to manufacture electric refrig 


ther 


n vou grow so large in 
to dominate that field, 
nore Important. I think it is quite poss 
mav tose some ¢ the eflicrencies om free enterprise econon \ 
ere to restrict every company to the production of one prod 
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“a mandatory penalty. > sa 
ltv aeainst General Motors wo 
against American Motors. 
rman, that would be excellent, 
ere really would be some pal 
lot going to discourage others 
he organized upon not only e! 
spe fie monopolist ic activities, | 
regarded as a deterring acti 
from dome wrong. If the onl 
ho reason why everyo 


se. alter all, what « 


back to where they wet 


au very cood one 
it a Sd 000 penalty 
iflicient 7 
sufficient, Senator. 
the Tlouse passed suci 
han $5,000, but I think 
to go to a considerably highe 
of 850.000 is still very in vdequate 
ild suggest that we have today, aga 
f our e¢ onomy, we have tremendou 


hn areas 


ontrol over those funds has been abusiv: 
t so sure that they have been abuse 
but TI would say this, where yo 

is much as SSO billion worth « 


rance companies today—a few 
of that SSC) billion, about one 
ecurities and about three quarters 2or 
es, real property, and things Oo 
tbout these fields and, by the way 

we are developing mutual fund 
ervices provided are useful. Ty 


ul 
} } 
ron na 


versifv is good. But the questio 

ere this money goes or what is being don 

if nature are very, very important. It seen 
are vested with a real public interest and ] 
a careful and thorough investigation in those 
t is that is controlling the investment of 
nterests they have, whether these interest 

» been the factors that have been influencing 

0 invest these moneys, and how they shift thei 
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| 
id 


that sti 
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our econo! lv, considering how ( losely tis int l 
ther, I think th: ! rpor n b the Federa 
y concern e@! caged 

1 appropriate. 

The Cuarrman. Are you 
Senator O’Manonry. Yes. 

he CHarMan. Have you fim 

Mr. NarHan. Yes. 

The CHarrmman. Then we wi 

Whereupon, at 12:45 p. m 
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~ O Mahoney, 


STATEMENT OF CLAIR WILCOX, JOSEPH WHARTON PROFESSOR 
OF POLITICAL ECONOMY. SWARTHMORE COLLEGE 


Mr. Witcox. Th ; 

Phe Ciara. ofessor, b you pro eed wit 

vould lke to | ‘you put -tatement for tl 

alifications and backeround. 

Mir. Wincox. Yes, sir. 

lam Joseph Wharton Professor 
ore College. 

[ have served the Government in various capacities im the past. 
During the Hoover administration I was Director of Research fo 
he Wickersham Commission: in the Roosevelt administration [ was 
n the staff of the National Recovery Administration an a 
orary National Economie Con mittee. 

Phe CuatrmMan. Is that what was commonly called the TN EC 2 

Mr. Wincox. That is right. 

Phe Cramman. | believe you prepared a monograph / 

Mr. Wiicox. That is right, on competition and monopoly in Amer 
in business: and I was on the stat! of the Office of P 
ration. 





erved iS Dire tol of 
Dep irtment of Stat 


ted states delegatior 


e, outlaws contracts, 


Intercorpor 
as amended 
contracts, and d 


] 


v ditlerences 
nate competit ion 


ide Commission Act, in the main, 
r pl: ine of competition among c ompetitor 
! 


Kx monopolis tic combinations: that iS, 1t 
nation of competition is an unfa 


1 of antitrust. Its pur ‘pose is to prote 
monopoly by sellers, and to protect sellers against 
iyers, to keep the door open to innovation and progress 
nomy and rising standards of living: and t 
! eve, has contributed substantially to the preser 
ivate enterprise and the promotion of economic progre 
nited States. 
there are provisions in the laws as they 
oned to serve the interests not of the cor 
the producer, by impeding innovation and progress, 
ng improvements in the quality of the service rendered by 
ss, by handic: apping efficiency and cost reduction and pri 
ction, by checking the expansion of distribution, by holding down 
dard of living, and this is done by preserving not competitior 
but by preserving the weaker competitor, and doing so by 
¢ competition itself. 
the purpose, it seems to me, of the Miller Tydings and 
unendments to the antitrust laws, exempting resale pric 
e contracts under the State fair-trade laws. 
1e purpose of many of the provisions of the Robinsor 
[he provisions of the Robinson-Patman Act are in 
stent: that is, some of the prov isions of the act prevent 
favor of the large buyer on the principle that dif 


] 


ce should be no greater than can be justified by dif 
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erences 11 Ost. If proper cost accounting is used so that a lower 
ce can really be justified by savings in cost, this principle seems 
me to be entirely sound. 
If the law is so administered that the cost defense is unavailing 
course, the principle is violated. However, there are other pro 
sions of the Robinson-Patman Act that are quite inconsistent with 
principle; that is, provisions that permit or even require dis 


mination against the bie buver In tavor of the small buver. 


For instance, under this law sellers are permitted to charge the 
ne price where costs are different or to make differences in price 
it are less than proportior ate to differences in cost, and this per 
ts discrimination. 

But even more than this. some provisions of the law require dis 
mination. This is true of the brokerage provision, those relating 
the provision of services and advertising allowances, and particu 
irly the provision that permits the imposition of quantity limits on 
intitv discounts. 


Furthermore, the test of illegality, as the law is interpreted, is not 
jury to the vitality of competition as such, but injury to a com 
etitor, and this may mean that there is a limitation on injury to a 
mpetitor which will result in a suppression of competition itself. 
[hese ] iws, | think, are inconsistent with the tradition of antitrust 
hey are anticonsumer in their effect and, on the whol , they n ike for 
ronation and check freedom of enterprise. 

Phe CHarrmMan. What is the history of the use of the word “trust? 
the question of monopoly / . 

Mr. Wiicox. Well, the Standard O11 monopoly of the last century 
as origin lly established In) the form ofa voting trust, and the share 
the constituent companies were turned over to trustees who voted 
em in all of the companies and, consequently, rot a common pol 
The result of this was that the word “trust” came to be used as 
nonymous with monopoly. and the laws came to be the antitrust 
ws, and the division in the Department of Justice the Antitrust 
NvIsiION 

It is a peculiar pervel sion of the o1 Oo nal idea of the mear ne of 

steeship. . 


Che CrarmmMan. It established monopoly through the use of voting 
2 ists in which stock was pooled: is that right / 
Mr. Wincox. Yes, sir: and this method of achieving monopol 
racticallw pa sec] out of ex stence. but t| > word pers sts, and i¢ 
: lf century or mor 
The CHarm™ Go ahead now, please I have always beet riou 
out the use « hat word 
7 I remember the Standard Ou ease, but I did not know the exact 
\ tails of it. 


Mr. Wincox. Yes, sir. 
Now, the point I am mak ng 1s that these two types of provis ons 


ineonsistent in purpose. 
I think it is perhap tenable to say that competition should b l} 
ressed 1) the interest of maintainine the sn rl] and an ‘ , 
nat is. it may be argued that. it S desirable to keep a si 
[ neflicient. h oh-cost businessman alive and to prot t hin tro Di 


ruptcy. 
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pany to be in violation of section 2 of the 
1uve not moved to break the company up int 


, the remedy of dissolution has been used under 
‘ 1 cases of notoriously bad behavior, such as 
and the tobacco trust back around 1911 or i 
¢ that you break up is a trade association whic] 
lividual members, or in the Paramount case, in 
try, where you have vertical integration, an 
were two quite ditferent types of oper: ition. 
and exhibition of pictures. 
been extremely reluctant to take a going or 
Aluminum Company or the Shoe Machine 
up Into parts even where there are separat 
ut, each of them, under independent maz 


Many critics of the antitrust laws have said that 

ire st neffective in this area. 
‘HAIRMAN. Let us take the steel industry. You have two types 
companies. All steel companies are reasonably large. You 
roduce steel with smal Me ‘apital. But you do have your verti 
rrated and hr ly conglomerate companies in U. S. Steel 
lehem, too, in w ch the *y mine their own ore, ship over their 
and do ae own shipbuilding, bridge building, and 
But so-called Little Steel, which is still pretty big, 
¢ these other outlets for profit, sometimes get caught 11 
les can charge off a loss on ingot, for instance, and 
t with a profit on ships or on railroads or on any ol 

ations. 

ut break up an organization of that kind, since it has 
lders? You might break it up and have 1 corpora 
pbuilding and 1 handle the bridge building, 1 eo1 
something else, but if the stockholders of th 
ne, or at least control the same operations, you 
ne monopolistic tendencies, wouldn’t you? I) 


i hopeless proposition, 


an IMposs ble operation to dissolve a holding 
owned subsidiaries. That was done on 
he Public Utilities Holding Company Act. 
nha power Industry in the United States was sul 
by the SEC, and I would think if that kind of 
the case of gas and electric industries, it 
teel. I am not saying it should be, but it 


In United States Steel you do have really just the 
and it has its divisions: it has a shipbui Iding 
ohn, a mining division, a coal division; just 

poration with stockholders. 


iver sO, reorgal ization would be a possible thing. 
etly clear that a steel company, to carry on an ll 
. has to be pretty bie. if all that it does is to produce 


any other operation. 





STUDY OF THI ANTITRUST LAWS 


The CHarrmMan. What brought this to my mind, professor, \ 
following case: Immediately after the war the so-called 1 depend nt 
tee] coOoMmpahtles National, Wheeling, and others were compla hinge 
itterly that the price of ingot was too low, ca they just simply could 
ot produce at the price fixed. On the other hand, United States Steel, 
Bethlehem, and three others said it was all right. Well, the smaller 
teel companies Little Steel—came in and said it was not, that it 
night be all right for the big companies, because they were making 


ip for that low cost in their other operations—what they were losing 
n the peanuts they were making up on the bananas. Would you 
cree with—who was it—Dr. Watkins, who said that it is the intent 
if b lioness that makes it bad or eood. It is not the size, it is the intent. 
What do you think about that / 

Mr. Witcox. [am not sure that [ agree with that. 

Where you have the power to exert mon \opolistie control over 
narket, it may be dangerous even if it is not exere ised. In this Cuse, 
vhat the Seed kee gets is oranted to itasa oft by the monopolies ; 
s not compelled | yy the existence of competitive pressures. 

The Cnammn AN. Something like the old-fashioned benevolent tvrant 
n Greek history. He did not stay benevolent long. 

Mr. Witcox. It has been the philosophy of the antitrust laws 
the benefits the publie derives from industrial activity 
ompelled by competition, and not oranted as a dispensation 
nonopolist 

Senator Witty. Is there any violation of the unfair-trade practices 
na situation such as was set up here’ Here is a large organization 
vith various facets to it. It uses one of the facets to demoralize it 
ompetitors heeause it can make profit trom the other angle. Now | 
isk this question: Is there any remedy for the unfair trade practice 
cts’ Is there remedy in these laws that we are contemplati 
here ¢ 


Mr. WILcox. I do not believe that there is anythir yr in the law 
relating to unfair trade, that is, in section 5 of the Federal Trade 
Commission Act, for instance, that would meet that situation. 

I think undoubted] au company that has diversified operations, that 
operates with different products in different markets, is in a position 
that gives it an advantage over a company that has only one type of 
operation in one market: that is, it can use one part of its acti ty to 
subsidize another. 

Now whether a company has actually done that or 
of cost accounting analysis on which cost accountants 
ind how it could be prohibited comp rlete ly. i don’t see, 1 
tical integration or all integration of that sort is prohibited, and I 
would have doubts about that as a matter of public policy. There are 
certainly cases in which integration from the raw material level to the 
fabricating level to the distributing level may be in the public interest 
and certainly the Congress would be Imposing a straitjacket on 
industry if it did not give it the opportunity to experiment with such 
forms of organization. 

The only thing that I can see here is to study each individual case, 
ind analyze the conditions of the case and proceed where it. is felt, 
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THE ANTITRUST LAWS 









My reading of the report does not supp 

ese criticism Phe recommendations principally attacked were t 

repeal of the M ! Tydi ngs amendment to the Sherman Act a 

{ McGuire ame lment ot the Federal Trade Commission Act, a 
ng resale-price maintenance again actionable under Federal 


Phe recommendation, it seems to me, 1s entirely consistent with 1 
pirit and purpose of the antitrust laws and desirable 





in the publ 




















p of recommendations atta ked were those ealliz 


for the modification of the Robinson Patman Act. The committs 
roposed repealing the criminal section of the law which( as a matte 
r fact as never been used. 1] hey proposed to make the test of ill 
radity ui ier the law Lh yUry to competition and not injury to au col 
petitor. They proposed to modify the provisions dealing with brol 


erave ervice 


and advertising allowances and the provision of servic 
along with goods to make them consistent with the maintenance 


competition. ‘They proposed to repeal the limit on the extent to whic! 
liscounts could * given for increases in quantities sold and they pro 
osed to rehabilitate the cost defense, that is, to make it easier for 


1 company to justify a lower price by proving a lower unit cost ir 
onnection with the quantity sold. 


In my judgment, all of these proposals would make for more etfe: 
live competition al d would be consistent with the purpose and spirit 
of antitrust. These are recommendations relating to the things that 
have been written into the antitrust laws which have been incorporated 
there in the interest of producing units and without regard to thi 
oO umer mnterest. 


| ln Quite 1 sympathy with the position that the committee took 


these mnatters, 

Now, to turn to the comm ittee’s position on what are called the new 
intitrust laws, that is, the @ains in antitrust enforcement and inte: 
pretal on since 1940, does this committee want to turn the clock back ¢ 
IT think the al wer to that is very clearly, “NO;” 


With respect to the advances that have been made in dealing wi 
cases of conspiracy, the committee would ¢ hange procedure 1 in attack 
ing delivered pricing systems, basing-point system. 

The ‘y say the significant thing with respect to these systems is not 
the conditions of variation in mill net realizations that make it eee e 
to attack them under the Robinson-Patman Act. The signific: 
thing is collusion or agreement with respect to the level of prices, - 
they take the line, therefore, that these pricing systems should | 
attacked under the Sherman Act as conspiracies 1n restraint of tr: de 

Well, this is an ae question, but I think the position taker 
by the committee here is L pel fectly tenable one and does not in any 
sense support the view that they would wish to rehabilitate the basing 
point system. 

In the matter of what is called conscious parallelism of action, that 
is the tendency of the courts to find evidence of conspiracy from cir 
cumstances and not from documentary proof, the committee is a bit 
cautious on this score, and says that parallel action in itself is not 
enough; there must be more probative evidence of collusion than that 
But really, all they do is to take the position that the Supreme Court 
took in the Theater Enterprises case that they would not necessarily 
infer from identity of action that there was conspiracy. I don’t know 
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Without royalties. That is 
committee dissents from that. 
\ remedy, and that it should not be di 
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search, and development le 
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\ { \ w | ( ive very lara 
l } nies, tT yi Vy not ( MW a position ao 1 
\\ v¢ try that comnipletely mono] olized, 1 
01 funds to invest in research and developm« 
mael nip to do tl s because there s nobody ‘ 
0 of mn. jut in an oligopoly situation, you n 
that re bio enough, strong enough to invest substant 
Or! hey ] l eal al d development, and also are under enoug 
ompetitive Com} ls o that they do so, that s, they want to | 
0} me out the new development, the new prod 
eopie to get to the Patent ()ilice. and vet patents on the ni 
e first to expand in the new field 
= | \\ re Y | OV that | Cal prove thus, brut | have 
a O1lV has act lly heen more conduelve to 
1 i tech ul progress than either a monopoly or atay 
Now that is saying a lot in favor of oligop 
Che Cr MAN. Competition can be damag 1a, isn’t that right ? 
Mr. Witcox. Well, ] not quite sure what you mean by damaging; 
; po : ) 
Phe Ciaran. I mean to itself. For instance, a typical picture 
| ( On ] ! ov naustry 
Mr. Wincox. Ye 
Phe CW RMAN \\ ere they ire highly competitive, where, ton 
eC" Ost elves at times by competition. 
\I Wincox. I a ! { to think that the bituminous coal 
ould be a healthier industry if it had fewer and larger co 
DOSSeSSl of oreatel fi incial resources and stability so tha 
( hvest ore In rest ich and n the introduction of mechan 


ethods of peting. What they are, I don’t know, but let’s sa 


eg of coal or hydrogenation of coal or the shipment 
aut t ( eyors or pipelines and that sort of thing. 
Phe Cuamwan. Which work is now being done by the Unit 





- I iepa | 1! he ! 
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Rl RMAN | ( a Aay té ( He ce petite ¢ 
Wis Yes, si . 
i ( I EAN WI » Gao We che ne DOV market i the 1 rie 


} | lin eS Opel ite. The Wilt Vou vould hye able 
lie T rie Ope of l arket would be to trace the location ot 
! o sold that irket and the location of evervbody 


bought in that market. You would fix these points on a map and 
i line about it and you have eot the market. 
The CHAIRMAN. Some markets are large and some are si 


"t that ? olyt 7 


Mr. Wincox Yes, and ti s influenced of course by the nature of 


pros . how great the transportation cost is in relation to the 
t of the product. 
| The Cuarrman. Define economic concentration as related to con 
Citlo ind markets. 
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‘ eX] ( 
\\ rf the patent laws to get these new techniq 
evel rh tha t of the public and it seems to me th 
si a lot to be said for the policy of compulsory | 
" ty in the event of nonuse, after a lim 
Phe Cu win. Well, if you will remember in the Standard O 
OS |] M42, Mr. Toward, vice president in charge of patents 
“f | Oil. admitted that they had refused to license then rubbe 
eCAUS they had friends in Germany who objected to the 


’ e and it was only the power of public opinion that got those 
ensed. That case had been hanging fire in the court for 5 years to 
e patent licensed so we could produce synthetic rubber ll 


Mir. Wincox. Of course, compulsory licensing, as I said earlier, had 


been ordered Lnumber oT « ses by the courts. 
Phe Cuamman,. J wis a case of national emergency. 
Mir. Wincox. Ye 
The Cuarmman. And licensing was reached during the course of 
hearings because public sentiment was so strong. But if you w 
( r. fluor ent lioht ne was held otf the market for abou 


i veal t was more economical lighting and power consump 
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Phe ( RM ~ or (YMahoney,. vou know Professor W 


Senator OOM yr. L know Professor Wilcox. 
\\ eA orning, Mr. Chairman / 


studving the whole questio 
{ mergers, based upon Professor Wilcox’s book and 


irticl = written and I wish vou would g¢o ahead a 
~ tor OOM ON] I told as Leamein that you have publ 
ecent erhaps vou have indicated a chang 
vpressed at the time vou were working wit! 
iN | I tl { bel bye | to develop them. 


Mr. Wiicox. Do you have a copy of the TNEC monograph 


I did not bring one. ‘ 
Phe CiaAmRMAN | il the reason I wanted vou to CO ahead, 
ore Ta ir With that work than I am. 
\I Witcox. In the TNEC me nograph No. 21. page 00S, in ] 
I ] 
I 1 1 it competition is far too Common to just 
‘ m is approaching extinction and 


stify its treatment as an occasional excep 


Senator O Manonery. T] 


l 
Mr. Witc XxX. Senator Kilgore has } 


en you have not changed vou Opinion / 
wen questioning me on this po 
d Iti < there are two things to say: First, the point that I made 
ti nt that antitrust enforcement and interpretation ha 
ndergone striking changes over the last. say, 15 vears, and on 
whole, enforcement and interpretation have been much more favo 
ble to effective appheation of antitrust policy than they were at tli 
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Whnared ol ref erles and there are seores of larger 


HONEY. Well, the breaking up of the old Standan 

was alled., 1) the decree of the court. res ilted in more 
tition perhaps. certainly more active O} eration amone 
ements tha acd evel eX sted before. 
x. But if you look at one major industry after anothe 
ened: The concerns that were in a monopoly position at 
he centurv have not declined in size: thev have grow 
Ket has grown much more rapidly than the dividual 
grown, and new concerns have entered and have attained 
ZA So that ina number of leading industries, if not 1 
tries, the degree of concentration in an individual fin 
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() o things, to my mind, in development 
or 4 | the degree to 1 the Federal Gove 
0 States to create corporations to carry ec 
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lela ‘ ‘ I ey, cle ch Nelson Rockefellet t 
the Gove ment of the United States, sought to bring about 
le commercial developments, industrial developments, wit 
pect to war prod tol l Latin America, and it seers TO me 
ltogether « f harmony with the principle, the basic principle, 


(zovernment that we have established here. 
Ni », You are wire, of course, ot thie fact that there ire 
miypt the antit { jaws, Ilave you studied these exen ptiol 
Mir. Wincox. Yes. 
Senator O'Manonery. And their desirability / 
Mr. Wicox. Ye 
Senator O'Manoney. Ilave you testified about that this morn 
Mr. Witcox. No, that point has not been made except with referer 
resale price mainte ance, the Miller-Tydings Act, and the Wel 
Pomerene Act. 
Senator O'MaAanonry. ) What would you like to sav ab 
Mr. Wiicox \bout the exemptions n general 7 
Senator O'Manonery. Yes 
Mr. Wiicox. Well, of course, the most significant exemptions a 
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e relating to labor and agriculture. As far as labor is concerne: 


I see no alternative to exempting the combination of workers in unio! 
.. of tae ‘ ' 

from the antiti t laws; I think it is hopeless to get a col 
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ot permitted. 
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The Attorney General's report does not propose to change th 


It is true that under ex sting interpretation of the law, unions th 
ngage in the same type of restraints that employers engage in, 
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\ \\ ( i il right 
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Mr. - | ot give you that exact vear, Senator. That 

1) il] efore my time in the automobile business. 

Phe Chairman. That was a long time ago when the sole proa 
he model T cha that not right? That included the trat 
Ol L Varn ( er things which were different from 

f Cal Demme t t at that time 

Mir. Crusor. It bega L908, 

The CHarrMan. Ye Al] meht: thank vou. 

Mr. Cres Yi : 

| eal itel 94. we built and sold a larger number of Fon 

ears 4 n any vear of our history, but our share of the marke 

(ropy i to » percenht The market was CrTOWING but our compe4t 

on Was growing and our share of the market was shrinking. 
By 1926, Ford's share of the market had fallen to 36 percent, 
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i bas over LOQOO parts. The hiatel 
Q rs are drawn from scores of other me 
ibber, text les, palin, plasth s. and ele 
I re made by the vehicle manufacturers, 
OTE tegration, but large amounts are purcha 
pendent pplies, who number in the thousands. Betwe: 
(4) poe et OF the to il manufacturing costs of Ford Motor ¢ 
Die, from parts, materials, supplies. and services } 
e supphers. In 1954, Ford had almost 20 
O | ( ‘ one of Wi hy the COMpany hack any Tinka 
i \ Ousanas OF parts and components that a 
evil YY require large scale and costly facilit 
Ln though considered large in their own industri 
De Tor to undertake these operations n the auton 
i ) Ke Lb there be ne heavy capita 
( ractu o: that is melt, is it not ? 
( . \ ! 
(MAN \ ba Company that would have even 1 percent 
ons of d years hnvested 1} pie It: Is that 
v1 . 
vou \ l take all the parts that you buy and g 
issemibly plant, in other words, from 1 
1) ict, HOW Many times the pres nt cost of pla 
Ould T re be for an automobile company the size 
Tar. ( si vould be a fantastically high figure: I 
| { H RM COT vse, these people from whom I do not. k 
the airplane industry they call them vendors 
On v you buy subassemblies and parts and th 
they ( sell to you but sell to others, in ot! 


CHAIRMAN. || e\ contract with you to furnish a certain num! 
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f parts per month during the year, and you take them, but they als 


ive ntract With other people: is that not correct 4 
Mr. Crusor. Yes, sir: and some sell to many others than the aut: 


The Crairnman. Therefore, it would be bad economy to try to abso1 
of them into one company / 

Mr. Crusor. I think it would be virtually impossible. 

The CuarrMan. I see. Thank you. 

\ir. Crusor. A third characteristic of the American automobile i 


ustry is that it involves the mass production of what has in recent 


become a “custom” produc Gi Not only is the product itself com 
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lex, but it is offered to the public in literally thousands of variatio 


eh-volume low-priced automobile lines on the mark 


mddayv offers a choice of 2 or 3 engines, 3 transmissions, 10 to 20 body 


tvyles, many types of interior trim and upholstery, and a wide variety 


color Combinations. When these options are considered, along 


th the choice of powel devices 


brakes, steering, seat, and window 
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| a eering developments promise mpl 
Pui and enterprising Companies in the at 
( rrent engineering adevelopmel ts promise e 
ruture. In our time, the automobile 
( i EY. £0 2 HEU V:.: fo a Ke ‘eSSITY Ih oul a uly 
rOresls (I Didity vill be rewarded in the future, as 
ro ed that we maintain our free comp 
Wi eve the Tutte success or Tallure of any company 
‘ rebie Ol { present size o1 hharket pos tioh, Wil 
fore tof its leaders, the competitive qualities of 
oundness of its Cay to-day MANA ene 
OV Tariure I) measured, in the final analysis, by the ex 
consuming public is served. 
\\ t Kon ¢ Dright Tuture fo the automobile industry 
‘ oO ( 1 if meet the test of competition ; LS)eyed po 
rt | year, and all signs point to an expanding } 
Vt ( e But. we submit, it 1s not the size of 
(leternilne L company s success. In the word 
Wwhned as a nid: 
() ( 
‘) 
e wind h} 
i ‘ ‘ ~ ~ 
hue i wae 
{ \ he ta he takes 
questiol of snles ha it Iso v 
( ( | i ive De ‘*] idually Jey he Lore ila 
ws, speed and horsepower. 
i { t Y Campaigns ¢ 
; ( lt Nal ( there has been al Inportant al 
Oy ;. Is that brought about by competition 
\] { Si] | (| y it tas been brought wbout by COlMpel 
| ( RMLAN brought about by competition ? 
\] ( \ : t ot fort ie objective you have stated, ‘| 
()t)] ( the minds of ah engineer or ah automo! 
i 
| i great misconception about the objective of n 
( ( eed Wm cars, 
VV 1" r tO ernse the torque of our engine 0 that 
\ t rate qu cker, make our cat more respons 
Ly ve nimble. if you want to put it that w 
| f the end result of torque WV hich we get from grea 
rey ders is high top speed. 
F leat ne more and more to cancel out this top sper 
if fer the benefits of bigger engines to the low ends of 
i CW Rt wd { just what J tlh wondering about. r Ve 
vol if dl, because the police problem is getting to 


e ~¢ Ol « it one question of high speed, 
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’ rat rates of speed from 41 to 
( vet nowy, and slushy conadith 
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) et « rs 
La rcase over here of a man who drove all the tim 
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i il { dent Wis VO ¢y over 100 miles at hour wh 
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No: but I would have great incentive to go into tl 


er a aN 

@¢ that would be ready made for me, because if they 

mproving or stopped progress, that would make a very 
phere for me to move in against them. 

e CuamrMan. That is your answer; that if the latter became to 


would be 


them ¢ 


an incentive for somebody to come 1n and compete 


It always has been, sir, in our business 














The Cratrmman. Of course. vou folks have an interchange of 
ice! neg so that ompanies can, to a certain extent, keep abren 
provementwise: is that right 2 


I 


Mr. Crusor. I would like to refer that question to Mr. Gos 


ve (4 | | = itor. we have ne present system of intere] 7 
We had am uUrangement up to about 1949 that still exists for 
interchange for patents and inventions, but that arrangement is 1 
oO! le > mol bund now. because it was limited in the inclusion Ol 
atents, so that it included only patents prior to 1940, and it inch 


only patents in the car divisions. It did not include the patents 


the central engineering staffs or the research staffs. 
| \ i! \\ ithout f il of snecessf | cont! 
Tio! that pate | owned Dy the sutome ile Mal ufaeture rs are 
c il t ] tter. do not ‘have as onificant effeet upon compet 
trv Al the pres t time. 
Most of the patents relating to the overall structure. in whic] 


itomob facturer is primarily interested, have expired 


()4 e. if f tion would change if there were a new « 
om mo n ol t would change 1f someone secured 
rite ( itic transmission, we will ay. 
nece ry te! on a Cal ibout SU percent, 
1 I Kt Tew years 
tomobile manufacturers have been 
fied with 2 « } vears of exclusive rights on a patent property, 
have been 1 ense the patent thereafter for nominal 
l ; 
Phere mie lence that that situation may change, b 
aint, and I t} nk no complaint would be valid as t 
f and the attitudes of automobile manufacturers get 
| V are t tinguished from the suppl ers. The autom 
has wg erested prima Ivo being able to nteg rit 
‘ ; ? | , { »@ VW I] operate 
| j he other hand, to which you have referred as 1 
\ he iv vat ne cle ct new way of d 
it lowe t| -ts of doing things. 1] 
r almost al vthing, ind we usu 
>the least expensive. 
lhe CH »\I { | t praat 1 law. vou get ‘A asic patent, s 
‘ S } N w. there are a numl Yr of aut 
present time. There are those with d 
(| | d ther ! those with vyear vive other methods. But wl 
( t ‘ound sometimes it cannot be use I. Ion Instel 


I 7 nh Improvement on a patent owned by you and 
vement: is that not correct / 

Mir. Goss . That right: not without my consent. 

"T ( r\. Not wv hout vour ¢o1 sent. 

) ; ya situati 

that kind and encourage competit on? Practically all cars have 

stalled au beat Oe irshifts of various types, such as those vou cal 

the Fordomat I do not know what vou eall it on the others, a1 


General Motors has Hydramatic, and what is it they call on the Buick 


and the other cars? 
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Part of that arises not from the Patent Office itself but from wl 
l ] iit \ Ld -barreled jurisdict on involving the Court of 
Patent Appeal! Somebody ean come into the United States distr 
d bring suit, and that entails an entirely new trial and a set 
peals the way through the entire string of our Federal court 


he Ciarmaan. Sometimes the Federal courts are not equipped 
technical stats to go into those matters, and they have beer 
tC tiie In fact. the judges have appealed to us or 
r 3 occasions to get that jurisdiction clarified so that they wou 
have to handle those cases, that all appeals would come thr 


Mr. Gosserr. | nk we are very fortunate in this instance beeau 

General Motors ] ndicated to us that they are quite willing to licer 
rensonable ter it patent. But suppose they were to take 

tion that nobody could use the patent for 17 years, and asst 

I rright to ar l tion here. It seems to me that it would be 


rtunate and ditlhcult situation a d one that results from und 


Phe CuarrmMan. Well, you can realize now why I started out 
~OLqd ’ 

Mr. Gosser) I t k it is i very mportant ubject. 

Phe Cuarrman. I think it does contribute to monopoly, and mono 


Vy one party, prevel ting others from competing. 


Now, gett ne back to \Ir. Crusoe. vou state there would be noth 
to cain from improvement if a ee ling were imposed on size. Would: 
lesire to maintain sales position against the encroachment of tl 
maining competition be an equally strong incentive for prod 
i lopment, moder ition of facilities, sales promotion, al d 
Porth ? 
Mr. Cri ren ( it question, Ser r. that the 
) l t i] ely aect ne conipe L10)] ss Vou stated, al 
{ re ib that to ( 
C1 1« { the vould be nothing to gain fri 
yr were lm] 0 ‘ Would not the 
O} waist the encrouehment ot the rematn 
petition be an equally strong incentive for product developmer 
ierniZat r Ta tie inc Lit promotion and other th 
Mr. Crusor. Well. I would not know just how hard to try \\ 
| the stops, so to speak, and always do the very best we 
ipable of, and hope to get the maximum reward from that. 
If 1 were required to stop at a given point, why, obviously, I would 


ot spend the amount of money and engineering and things we now do. 

Phe Ciaran. Would that have a tendency to develop what the 
economists now say is an oligopoly in which a number of companie 
oT equal size would control the market ? 

Mr. Crusor. I do not see any chance of anything like that. 

The Cuatrman. If you imposed a ceiling on size, would that tend 
to promote an ol sopoly in which all the companies would build to 
the same size, and then hav ing a complete control of the market, what 
would be the effect of that ? 

Mr. Crusor. I cannot answer what would happen there, but I do 
know for sure that the consumer would suffer because that is definite. 








(CHAIRMAN. Of course, that is the effect of 
ense, that the consumer eventually suffers. 


| eP OnLV ditference bet wee] an ol FOpoly ind 


ner 18 two or more companies Which ni} 

i one have their share of the market whi 

Diles, not only nationwide but worldwi 
prices at about the same level 


\ { RUSOI | have never peen to tl il k I d of i 
ind nail in our business. 
(‘HAIRMAN. I know, but that the meat 


on its size? 
\I ( } Ol Ith lk V¢ Ke OUT 2 irket MNipo!r 
1 we lmprove ilues we @ive to ow 
{ ition obtan tmvone n the b rhe ( 
wut ob les 
| ( IRMAN. In other words, t not pr 
I orporatiol WW ( have crown dangere 


id tages « | Leo re S e mnnacel ent / 
} ! } 
\I \ SOF, Il do not think there are dangerou 
,*Y } 
present evul Inthea 1Womobiie Dus Cc} 


| (‘HAIRMAN. I know, but if such a law wer 


orse or better etfect / 
\{ ( RUSUOE. | would think it would have L Worst 
The CHarmMan. Now, vou ve ited that t 
the public in greater numbers than any 
; P +] 
of the eof the company. If that sta 
t} antage of s 2 n the automo 


~ { ivi 
Vir. Crusot Vell, thnere 1s a def 
the industry because the very nature of 


ent required does tab] h ome minimu 


roduc e at te? ible COSTS. 


Che CHamrman. Have you found Government 


ir { f tiie | nited Stute (vover ment as a 
‘Tl ent body, | Vv Way itfe ting the n 
r competition adver ely ( 
\{ ( TTS] | ado not he] ve they have im oul 


ir with others. 
Che CHatrmMAn. I have had complaints from 
not at the present time, a year ago that 
types of ear ssued by the Defense Depart 


pany, and that nobody could nd aga 
ced nhames were heing used sometimes on pe 
ly r its equivalent o1 better.” It simply =f 
pment produ ed o1 1\ by that company an 


to be used. 


Mr. Crusor. We have been able to compete sa 


ent business when we have a product with 
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we have got. 
Would vou sav that the great size or domi} 


(reneral \[otors Has caused some competitive 


any? In other words, size alone has g 
} oes? 
; | not given it any competitive advantage 

We ve moved forward importantly against the 

CH Do y think anv of the three smaller car ma 

: \ the big Thy eh 1 ‘ ot the { 

Poe 
\\ ‘ will not iv thev have advantages, but tl 
MA hn the long run to build a healt 
| P Une hnvestment vhich they have. 

| ( > areata I 4 vetting hei k to the statements made by 
ATLL n which he said they could afford 

i rie, 1 order to enhance sales, wl 

mplvy could not do by reason of the fact t 

‘ \ failed, it would | rt them 1 ither disastrou 

NI a not { nk 1 ould be prudent for them 
Ve ld not indertake. | do not thi 

to gain a position in the market. 

: HA M - ‘ f you have spoken about the change 
Kord Co. on cost accounting and other thing 

t ble with some degree of certainty to ascertain the s 


results are achieved ¢ 
\ { RUSOI nk it is entirely feasible, Senator, to generate 
it would be necessary, as an initial volume, to launs 
ompany on a successful career. 
he size of a company, if they hit a bad ma 
a definite handi i}), is it not, if that size makes it necessary 
thines of that kind? 


Mr. ( ~ l ould think a company can get overextended an 

l itself i relatively bad position. 

The CHarrman, That is just the point. Is there a way to figure 
{ ptimum production-cost result of building cars at a size at which 


i real et vour hect cost result ? 
Mr. Crusoe. I do not think so. It changes too fast for that. 
The Crarrman. You think then, if anything, the optimum cost 


7a ’ , 
passed largely o volume of sales? 


Mr. Crvsor. No. 

The Crrarman. And vour market. 

Mr. Crusor. It does not necessarily follow that the greater your 

les, the more your advantages. , 

Phe Cnarrmman. Inthe automotive industry ¢ 

Mr. Crusor. Automobile facilities are usually provided in basi 
complements of facilities. In other words, if vou are going to put 
ogether a shop to make engines, you put together a line, let us say, 
fo muke a tho sand engines a day, and if you wanted 2 OOO Vou 

put in another complete line, a balanced line. It grows i 


1 l 


those nds of multiples. That is the way the industry is tooled, 
and that the way the machine tools are built. all related to a ove} 








) 
) ( \ ave OOS 


ey Mav I que Mir. 
y. Tosa 
| > I ( l 
aI Ni t | to was 1 tly | 
l } ( } } 1 ! OM t ) Ct do 
\ ly { \\ . i N 
(70s r. J ( ( up | ild sa 
} itlord to pay 
( RMAN t hie ev \ ollow the e policy 
( OV eC) D Lupa suflicient trust { | ba ed upon 
eC] imber of e! plo es that would be laid ofl DY them as 
the 1 Inve laid of} DY Vou, so t | ut it Wol ad equal ri itself ? 
Ir. Gosserr. Yes, | would think so, if they would be willing to 
fF American Motors would be willing to concede, that em 
vere entitled to a wage increase of at least 5 cents an hour. 
we have done, instead of paying that in eash, we have 
| to put that in a trust fund and hold it for the e1 iployees. 
Ciarmman. And have insurance against unemployment? 
lr. Gosserr. Exactly; and we recognize some responsibility in the 
le industry for our employees, particularly when we have a 
vover, and those employees are out of work, and they are 
t other employment. We do not want them looking 
ud so during that period, during the first 4 weeks, we pro 
der our contract for a payment of 65 percent of their take 
pay, that is, their pay after taxes. 
CHairMAN. In augmentation of the unemployment compen 
hich they draw under social security. 
\I (1OSS] We } \ enougi: W eh W th) the State nel plovi ent 


‘ Tit its, mounts i the maximum to 65 pel ent of their 











AN Ss LAWS 
i er 1>¢ Od nd thre Clie ili 
1! e, Senator, that employees cannot ret t] 
{ I They uinot yust go 1 shine, as one final 
| nderstand Frank i please understand hie, 
, contract. [am trying to get your opinior 


. 1 } } 
yrexecutive as to whether or not size ale 





for certain compal to do things that others 
to their workers 
k no 
N You WnK Not [ an Yo id to hear that because t 
my nd by the f inclal writer who seemed 
considerable misconception, misund 
ontract, and L think it will be several mont 
ls what we have done. 
[ have a much clearer conception of it n 
» forward 

of the automotive industry we have a numl 
l wn! ial cheme working, but they are I 
iti of tl market when the automobile indu 
( erp t et by reasol ot model chang 


lt iture of the business 
¥. Do you think the new labor contracts will re 
m by the automobile manufactureres in the making 
( ries to the detriment of the independent parts al 
ifacturers ¢ 
| ot tl t will have any effect on it. 
You th nk the re vill be any neentive for a Corl 
; Ol ind Lequire ome of thi small y int plant 
n furnishing parts 7 
| ot 1 kit will have inv effect on it 


ll be created by this 


(nd vou have no such plans 
lvantages to compet tion in the automol 
f the recent mergers of the smaller companies 

1) iv disadvantages ? | 
rr lvantage 
We fee 

| he field of competition 
Vi , | inerea the competitic ind to ¢ 


) the merging, say 
\ ronger competitor than the twe 
NN ( that right ? 
| potential advantages are many. [t is ti 
il ie re | re it will he, but we see ni 
{ eed, and we think that it has already demor 
ive improved their position. They have achieved 
on of the irl 


‘Ket t } an the individual compal ie 
is healthy. 


} ] a > 
’ ist vear, and I think it 
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HAIRMAN. By the wav. 


ne 3; dow) in Liber 


RUSOF. Yes, SI 


rusor. We are pretty bu 


o satisfy our market. 


» (CHAIRMAN. It has been 


Weim part DV vast advert 


ired customer accept 
doubttul vatue ich as 


Do you have any con 


COrpol ite setup 


Is otnel Onpany, 
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mpany from us We 
have no interlocking 
ppliet 


1 thought Mr. Ford was being rathe 


thal dow! there. 


sy trving to build enoug! itomot 
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bulk, size, empha er, and 


ment o1 th it @ 











HbO6 | OF HE ANTITRUST LAWS 


! ‘| Pomowb le 


Mr. Crus Senator, we feel that the Ameri 


to ado ibout the same iob tol evervbody 


() t el over the same roads, thes are all amenable 
tral eOulatiol ; they ire all designed to carry people. \ 
e are all of average siz We have requirements to carry bagga 
Oo far as trunk space 1s concerned. 
We cd . rr in engineering standpoint what we feel 
ent d width to give our product stalnlity, so as fa 
ve are concerned, we feel that we have desi@ned our baste auto 
i oO meet the best average requirements of our Ame 
roads 


Che CHatrRMAN. You discussed how far the automobile has 
i Dart or our ece omy. nna [ has. there 1s no questo about { 


i VOUr OPT t t Trae enp models the excise tax 1s a detrime 


Mir. Crusor. Well. obviously the lower the taxes we have. why, t 


er the burden, but [am not prepared to say it 1s not an equita 

ngement competitively as between automobile manutacturers 

| CHAIRMAN. Well. as a matter of fact, have we not. to a cert 
ext ither penalized the automobile owner at the State and 


Mr. ( RUS ) | would like to ha e Mr. Gossett answer tl il 
ike to answer that. | agree with you. | 
fortunate that the automobiles are taxed on the same bas 
ior and jewelry and furs and tobacco, because | think automo 
re a nec tv, and I think there has been a distinct and clear 
iiscrimination against the industry that ought to be corrected. 
Phe CHarrmMan. Well, L do not think so much against the industry 


is against the publ whic is to use these cars. 
Mr. Gosserr. I agree 
Phe CHAIRMAN secause the automobile has become almost a neces 
ora 1 » Mel to work In 
Mr. Gossert | agree I think my answer was too narrow. 
The CHairman. In the case of the lower-cost Cars, the cheaper 


eis, 1b might e advisable in the interests of the people 


rasolir e 


iws, the Federa 
te gasoline tax: we have the excise tax on the Car, 


PHAS TO DuVa Car to ci ive to work h iS to 


percent « t just the same as he would if he were buying some 

elry for | wife: itis unfortunate. 
Phe Cramman. Why it the bio three manufacturers have not 
“ML upon e nomical gas Consumption to the same eXtent as 


tiller car manufacturers/ Iam referring to the Rambler that 
Co. is now pushing. 


Vir. Crusor. Well, Senator. of course, the source of energy to do the 
red in our cars comes from gasoline and we feel that in our 


‘ DoUL the mihninim that w 1] ao the job: it uses a little more 
As ethan one t t is much smaller We feel that from the utility 
( i] ! Ou do a hportanht benefits from the easoline Which you 
bt \ Ol ourse, the use ne difference is not wreat, You ‘ in 
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CHAIRMAN. You know, European gasoline companies spe 
the small, low-gas consumption car because gasoline is extreme 
ensive In Kuropean countries. You must realize Lhat casoline 
ow become pretty expensive 1n the United States with all the 
nd markups because everybody uses it, practically. 
\ir. Crusor. Well, we do get very important economies in the way 
en our engines, very important economies in gasoline. Some 
e more than others, pretty much the way you use them. On 
ne theory, we could make L car half the size of the small car 
perhaps not cut the gasoline consumption in half. 
( HAIRMAN, Well, of course, you have an optimum speed on 
r, once you find that you vet optimum mileage, snt that 1 oht é 
Crusor. Well, much depends upon the construction of the 
: ves, SIP. 
(‘HAIRMAN. | found during the war. when gasoline was 
ned, DY neuring out the best speed to drive an automobile, I could 


Dest mileage out of the gasoline. 


\ir. Crusor. Of course, that is the direction we are moving in, with 
transmissions. We know the optimum speed and optimum 
sO We no longer leave that entirely to the selection of an 
obile user; that is done for him automatically and, as we move 
th these new devices, we will get greater and greater usage in 
( f easoline. 
tually, the car buyer wants that kind of gasoline economy 
t gives him performance and you cannot get performance 
uit burning gasoline. 
Mir. Gosserr. Senator, may I revert to your question about our pur- 
of glass. We do not buy glass from Libby-Owens-Ford. Al] 
e buy on the outside is from Pittsburgh Plate Glass. With 
‘sent wraparound windshield and all that, you have to submit 
pecifications and get bids. 
Mir. Crusor. We make a very important part of our own elass and 
r windshield and our back lohts. 
Che Ciamman. ‘To what extent is Ford engaged in the manufacture 
Ir. Crusor. We are not engaged in the manufacture of buses 
Phe Cuairman. Why haven't you become engaged in it ¢ 
\l ( RUSOR., Vell, at one time Ford made buses. These buses were 
d of component that were normally venerated with the 
ifacture of our cars and trucks so that we could use our truck 
ome of our axles, elute h components and the rest. 
Ve at no time built the bodies. We hired someone to build the 


for us. But as the requirements of the transportation com 

( chat ced, their platform costs got higher, SO to speak, they 
led to increase the number of passengers they could carry to keep 
r cost per passenger down, that business moved AWay from the 
bility of using the kind of components that we had, so the bus 
that we were in, and which we gave up, really cannot b 

pared at all with the kind of bus business you ] ive tod L\ There 

relationship at all excepting in name 

Phe Ciuamman. Does General Motors have an advantage over you 
i which wo ila CLISCOULA LE youl active el try again nto tha 


et 2 








— — — 


n that J 
We |} 
ds of pages of documents, and they have had 
had for them about 11,000 pages which they 


ink he iS vetting a Ford part when 





position in the market, IT a 
we winted to go into the bus husine 
ness It requires a Spec ial engineer) 


tvpes of] omponents than we norma 


d of the Antitrust Diy 


epartment was investigating y 


ts that vour dealers were required 


(‘o. in handling parts and accessor 
Vi req red youl CP“Llel Dy « t 
[ Laces ories? 

(x t swer that 1) ef 


© Thre L prov re) Si] il 
{ exception Tre id 
} t} 
I 
“+ met ndise Ford 1 f 
‘ } or Kor i part } i 
( t oa \ re oa cr | 
Ww) 1 it thre only oh] rat OT 

’ Fo. ; T i? +} if S not } roy l 

i ( T dered if ind nvest vated 


that when a Ford owner takes 
he part that need to be rt 


1 
re placed, to he vel nine Ford parts. C) 


not necessary, but the problem 1s t 


e\ General's testi iOnYy, and his State 


IS an accurate statement except that 
have read. The matter 1s now befor 
ive, as he testified, supplied the De 


Wwe hope that our answers to the complaints 


1 
whi a 


; from 


(ttorney General, Judge Barnes, are si 


us 


and that the documents will show that our 
I have stated them. 
’t there a creat number of parts made by 


work equally well in Ford ears / 
other words, take bearings, your roller bearings, 
. Timken ? 


of them from Timken. [Tet me make it clear 


t use this for one illustration of the whole 


inufacturers sometimes use identically 
Timken in the manufacture of their 
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a matter of safety on the highways. |] 
itter of safety on the highways. 
One other thing; do you permit your franchis‘ 
( tvpes of cars . 
o contractual provision which prohibits the 


ome of them do. 


In what particular areas do you permit that tf 


Or Ol na very limited area. I think that pr 
better qualified to answer that question than 

dent of sales and advertising. 

Chere are a number ot Ford dealers and Lincol 


ie country who also have interests in other 


\ how many there are: I know there are son 
we make no move to prevent that at all. 
though, the dealer has his time and money a 
mavbe one line, but there is no prohibition agai 


uses OT CATS, 

{re your dealers’ franchises cancelable at will 
ey are Cal celable at will by either party on 90 day 
are requ red to vive 1) days and the dealers ar 
days’ notice of cancellation. 
If the dealer cancels, what happens to his part 


agree to buy his parts stock at a fair price. If 
toa fair price, there is a provision for arbitration 
There are complaints that your company fore 
‘vy don’t want. In other words, you have a quot 
I know at one time Ford did, a long time ago, this 
I believe it was—in which dealers had to tak 
order to maintain their franchises. Is that 


now ¢ 


ould like to ask Mr. Williams to answer that. 
No, that is not followed to the extent outlined. Ws 


act or an agreement with a dealer to merchandise a 


irs. We advise and counsel with the dealer on thi 
ive that he has in his area of responsibility, but t: 
stricted, and that objective, of course, will vary 
irket, the economics of that territory, how we stand 
our competitors there, and we shoot, frankly, Set 


rv Kilgore. for volume, and we have tried to train our dealers to go 


volume. 
1] 
Lil 


‘ 


N ow 


ha 


It leads in one direction, and that is larger profits get 


for our dealers. 


i 


is e\ dene f of the fact that we do not force cars on our dealers, 
ve hee b 


ding to capacity all year long. That building to 


icity has not given us enough automobiles to meet the demand. 
As of the latest reports that we have in the last 10-day period, the 
Ford Motor Co. dealers have on hand right now a 16-day supply of 
new cars and that is a little more than it has been previously this year, 


it has been less than that. 


Mr. Gossetr. What is the normal? 
Mr. Witrrams. I think it is generally considered in the industry 
that a 30-day supply is about normal. Considering that a 30-day 


supply is normal, the 16-day supply that our dealers have on hand 








\ UnnIne Tar be rmal, and to give hie 1aea 
balance on that, as to what has happened to ed irs, OUl 
ive a L7-day supply of used cars on hand. so they have not 

ling new cars at the expense of piling up old iron, if Ll mig! 

if plirase, but they have kept a Tast turnover of new irs, aS We 
i Lr’s, ina til have not been ible to meet the demand. 
if ‘) L} tV DUE We have hot forced Ci on dealers. 
every month We sit dow With him and talk 
bout what he nts to ordet e way of mix 
| Ol} (| the \ y of equipment at nthe way 
I ( Kx To l il Ol for the e1 « ) days and 
for at ria rf e next | Ly nd that estimate 
order at all It lust his estimate of whiat e thinks he 
this area {nd so we supply dealers on an order ba 
yorder, and ve not been able te of their 
( HAIRMAN Now eard that some OMmMpany I don't 
{ i rmeoty v-tem ! which they gave a 
fon body selling over his quota Do you do that ? 
Wirtiams. Yes.,sir:at certain times of the vear we do. We call 
( f Pe nliownance, una Tor the pas several veo We have pro 
( er oreal Tio} \ t} il neentl ve allow ince as we cet 
e ¢ l of the model ru Phat neent e allowance 
‘ y) form kor | ct Ve vill etn i¢ ect ve tl if 
el] orret ba i Tair « ective Te him to oe 
( ( | ( eT t hve houl 1 e TOING 
et pote indbat about 60 percent of accomplishment, 
( rk f \ Wi mild vive fim a entive al 
vbe SYD a everything he sold over percent of 
‘ (over ¢. percent { ould rO TO FOU O1 A percent, 
roto ® ") (tf il illow thre cle ley too) PAVE ttle Mo! 
hare it tine e of e vear toward f On cleat ip. 
( ed that method 
RMAN. Do ve el » cars to dealer ( rst ol 
order from them 4 
\i Win ws. No = e ado not We cet the orde from the 
req it i firm order and we don't i. unl we do 
( (lel 
Vir Cr Senator vy ladd lon pomts to what Mr. William 


‘1 { RUSOI Che net result of tl incentive Is a lower price to the 


( el Lif also helps achieve a constant objective we ave which 


vel ou e) plovn ent al cl level our production t} rougt out t] © 
I ~ 


\Ir. Gossert, Mary I add a word ilso, senator ¢ 


\I Willi illis referred to the irea In which the dealer Ope rates, I 


we should create the LN pression here that the dealer 
4 | 


ted to any particular area. 
Mir. Wintuiams. I believe I said. Mr. Gossett. 


his area of respon 
to which he is not restricted. 


t\ 


Mr. Gossetr. Good. You see if we did not have this 


neentive to 
competit1or , for the dealer to meet compet ition 


in the area, we 
very well create a series of monopoly Situations, because the 





0 / 
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\] (y re ©] e tern oO onsent deci 

| f ae. 1 That decres ivs do 
yer | ctf \ 
| 
| ( I i ! muti rer Who oM fis ow i 
ly t ¢ certain losses 1 Smanutfactul Yy operat 
( ompany ¢ 
T 

\] ( | lle ( i 17 VPT that 

Phe ( M \\ L é 

Mr. Crvsor. I can’t answer that 

| ec Ti [ ( Vv Oo} ou answer It é 

: ; 
\I Wi i f 
Phe CHaIrRMAN. B ise there are certain profits In anv tinal ( 

{ Da bhiad rid? ‘ oOmpnnies 

‘ \ 

\ (1 \ 0 erence mn that iven The Oo} 
‘ ’ ’ 
( ( } 1 | Ore Mi re) ( QO, ul Was sold Ong b fore | > 


( ! Lor [ me With the company. 


{ HFIAIRMAN You test ect i little bit on this. but I Want to ask 
pomted { : Doesn't the disappearance of even the small 
revel rense concentration in the automobile field 

| make it more difficult for a newcomer to enter the field ? 


Mir. Crusor. Well, I rave here—— 
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| ( 1 N \ 0 Cl ¢ 
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| ( #H VIAN At one Tl? e. | KNOW VO ert to trie 
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Phe Cr tAN. Is it necessary in the automobile business 1 o 
eorated to a very large extent ? 


Mr. Crusor. No, I don't think so. I think you can run your busi 


(CHAIRMAN. In other words, vou think that the purchase 
e lot of parts from independent producers is just as advantage 
is if vou made the parts yourselt ¢ 
Mr,‘ ‘ Well 
CHAIRMAN, QO} t more advantageous / 
Mii ( RUSO! I) ome ises 1f is more udvantavgeows. | ere are 
nufacturers in the small-parts business that | 
ind engineering departments that are very excellent. 
ere to take over the n anufacture of those parts, we would a 
levelop an engineering department and a development depa 
Whieh is in an addition to capacity, but it is 
ry in this business to own your own smail parts sourees 
that a handicap or any important consequen 
go Yinthe itomobile business. 
Phe Chatman. Are you not always at somewhat of a disadvanta 
vever, Wit vou have to procure parts from: vVour competitors ¢ 
Nin C RUSO] We ive hot found t so, We have votten alone 
n that (nd, of course, there are very, very few parts t 
ed te re Trol our Competitors bec Luise there are 


] ivket THAT are very satisfactory “Ources ot supply 
CHatmMan. Mr. Romney of American Motors testified that 


Kelvinator gave them an extremely low-priced ai 
I I “aper than they could have boug! 
e open market 
Mero ¢ sof. Well, it is eh iper, not necessarily because it is 
telmi, it it i different design than they « ired to use 


Phe CHairMAN. Do you have at y type of exclusive range! 

requirement or contract with any of your parts suppliers / 

Mr. Crusor. We do not. The only requirements that we have 

se that are stated in our purchase order in which he agrees 
leliver the quantity in accordance with our schedule, 

Phe Cuamman. In accordance with vour schedule / 


— 
f 
— 


nd at the prices set. 


Phe Cratrman. And on your design / 


Mir. Crusor. Or his, sometimes. 

he (CHAIRMAN. I mean on your specifications. 

Mir. CRUSOR. Based on the specifications that are placed In the p 
hase order, but there are not any restrictions on our vendors, w 


t exception. 
Phe CHairman. Are vou in the battery business ? 
Mir. Crusoe. We are not, sir. 
The CHarrmMan. HTlow about electronics. such as renerators / 
Mr. Creusor. We make our own starting motors. We make ou 
hn generators, We make about half of our voltage regulators ana 
we make our distributor caps; that is about the extent of our electri: 
manufacture. We buy all the rest. 

Che CiairMan. Now, can you tell us how you calculate your price 


to the dealers? 


ow 


Mr. Crusor. Tell you how we calculate our price to the dealers’? 
Che CHAIRMAN. Yes. 
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OD 

Crusor. Yes. sir: I think that Lean. Prices in the autor 
tem from the practice over the years of diy a ne this Dbusthes 
illed price classes. You are in a low-price class, a mediun 


lass. or a high price class. Over the years the basic prices for 
( lasses of products have been establ shed on a Comp 


y reason of the buyer's dee 


l 


sion as to the amount of money he 
oinvest ina car. 
nder ¢hat given price class, we start with what we think the 
mer will pay fora car. Wethen work backward from that price 
how much ear we ean design for that m mney. Now, the n. it 
b not to change that price importantly, but that price then be 
the premise for 


ill of our cost studies, 


for all of our 
l all of our engineer 


r object ves, to try to de (ry ie 


more ul 
rice than ow competitor does 
| Cnamman. And your competitor is doing the same thing at 
me time 4 
[r. Crusor. He is trying to give more car, and, of courss r \ 
the tutomobile advert me, in each instance the tutomob e 
eturer claims that he gives you more for your money that 
tor. and, of course, the car buyer shops then to find out whethe1 
nue al d tO cle ile for h mself which one olve the most 
then, ul der that pl ce we have the | mul | for our e} wrineel 
lepartn ent to de 


mon satisfactory components t} 
that “hogey.” 29 TO 


iat can be cor 
peak, and, again, then 


we sear h che 
ets for materials and devices that we think will give our customer 
t for his money. We search the textile markets, ill of the ar 
eC t] I kk somebody nas an idea whi h will let us put more f 
n the way of customer appeal, greater utility, and so on, t 
mpevitor. 
The CHairnman. If you will pardon a question at that point 
the te xtile DUS hess yourself ? 
\ir. Crusor. We are not in textiles: we do make ( 
\ bypre duct of a paint manufacturer. 
Che CHarrmM an. I see. 
\ Crusor. In which we deposit the film on l py rting 
ve buy 
| CHarrMAN. You manufacture paint, though 
Mr. Crusor. Only a percentage, sir, less than half. That kind of 
us Is standard in our business. It is standard in any busin 
bought some life savers: they are still a nickel. If you are 
ent candy business, that is the “bogey” you have tosh ot against, 
then you 


have to tailor your costs to olve more for your mone 


ked this thing up because it looked like more for my 
ilf dozen other things on the counter. 


n ckel th il 
We work consistently to put 


} 
ad not need 


re and more in that car at that price. [am sure T woul 

rgue at all with anyone to prove that the 1955 Ford car is a vast] 
er package and far more automobile than the 1939 Ford car. But 
ir 1955 Ford car can be bought with 19 weeks of work by a factor 
ployee, where it took 21 weeks of work to buy our 1939 Ford, : 
itis wholly representative of the tremendous advan ement In manu 


icturing techniques in bringing more and better cars to our Amer 
in buyers. 


t? 


ind 
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4 STUDY OF THE ANTITRUST LAWS 


FRIDAY, JUNE 24, 1955 


Unrrep STATES SENATE, 
SUBCOMMITTEE ON ANTITRUST AND MONOPOLY 
OF THE COMMITTEE ON THE «JUDICIARY, 
Washington, D. ¢ 
ubcommittee met, pursuant to recess, at 10 a. m., in room 
“/ ite Office Building, senatol Harley HI. Kilgore (chairmat } 
ent: Senator Kilgore (chairman). 
present: Joseph W. Burns, chief counsel, ana Gareth M 
sistant counsel. 

Phe CHarrMan. The committee will come to order. 

hirst witness today will be Chairman Martin of the Federal 


ve system. You have a prepared statement, Mr. Martin ? Do 
int to file it and comment on it or do you want to read it into 
ord ? 


\ir. Martin. L would lke to insert it in the record, Mr. Chairman. 
d like to read a few passages from it, if I might, and have the 
tatement put in the record. Would that be agreeable to you? 
CHAIRMAN. That would be fine. 

\ir. Martin. Right. 

CHairMan. We are very informal. 


[TATEMENT OF WILLIAM McCHESNEY MARTIN, CHAIRMAN, 
BOARD OF GOVERNORS, FEDERAL RESERVE SYSTEM, ACCOM- 
PANIED BY J. L. ROBERTSON, MEMBER, BOARD OF GOVERNORS, 
FEDERAL RESERVE SYSTEM 


Marrin. We are pleased to come before you at the invitatior 
ul urman to give you our views and such information as we 
ive with reg ird tothe matter of bank mergers and consolidat 1ONns. 

nergers and consolidations ure not, of course, evil per se 
re authorized by Federal and State statutes and are carried 
der the supervision of Federal or State bankn a authoriti 


SIng ipon bal k mergers and consolidations. many Fevc tors h ive 
lered by the supervisory authorities as having a bearing 


OSI 

e public interest and, since competition is an important element 

maintenance otf oul d bank ng, 1t 1s one of the sien} cant tactol 
t he take) Into account. 


he next everal paragrap! | merely SUMNAY! Ze Vhat ha bee) 








OP "THI ANTITRUST LAWS 


( “AN. Let me see; there has been a total of 100 
Lil ! nat oa Orpttol in 1992 That wa 
ae) 
Mr. M | vone up steadily, \ e. It wa 
| ‘ Sand they ire still rising. 
I ‘ MIAN And there have been 81 in the first t months of t 


on at that point: Under what conditions 


{ bad would you say ? 
\] \I . \\ vou lke to | andle that (;overnor Robert 
| ci RMAN. Whet the effect bad ? 
Mr. I N. Bar. rman, the consolidation or merger we 
t eliminated all competition in the 
( iri If the ommunity can support 2? banks. 
i there al » there, to permit those to merge and 
rrol ving a choice of lending institutions we 
Ci “wan. When you get down to just one bank, for instar 
erger, doesn’t it practically bring on finar 
\I Morel x. It does, and that is the reason 
Phe Cramman. That the status in that community. 
Mir. Ronerrson. That is right, sir 


Phe CrarrmmMan. Mergers are bad and then, again, sometimes ft} 
essary to strengthen the financial community. Al right, g 


Mr. Marvin. May I continue 

Phe Cratrmman. In that example of yours, we get into the quest 
f monopoly in the financial field. limited though it may be. 

Mr. Rorertson. That is right: we do. But in the banking bu 
eems to me, there are situations where monopoly is justified 


ig enough to support two institutions. 


t | OmMmmMunitv is not 
Phe CHairman. Of course, your bank must be of sufficient strengt 
to sustain itself in the community. 
Mr. Rorerrson. That is right. But where the community is larg 
nough to support competition, then competition should be preserved 
The ( HIAIRMAN Dor you think, though, in ad case of that kin q 
1. widely spread stock ownership in a bank is very desirable? 
Mr. Rorerrson. Very helpful. 
Mr. Martin. Very desirable. 
The CHatirman. Where there are a great number of small stock 


holders. who own just a few shares, so that the area of control of the 
ink is not Ce aaa entrated. 
Mr. Rorerrson. That is right. But, of course, you cannot insist 
pon it 
The Ciaran. And the area of bank influence is much stronger. 


[ very well remember a man who built a very strong bank that way 
He worked it out so that nobody in that bank had more than 2% 
hares of stock. He had it spread out all over his territory in little 
ve-share blocks and thev built his banking business; those little 
lders seattered over the rural sections of his area tended to 
ld his bank into a strong bank. All right, go ahead, please. 
Mr. Martin. The reasons we cite, as we see it, for mergers or con 
1datic line up about as follows: Favorable prices at which tl 








ink may be pure! ised, thi desire by large CITY banks for 
it let n suburban areas, and the need for stronger ucceSssor 
‘nt ll the case of many relat vely small banks, 
ver the cause, the current trend in bank mergers and consol 
i matter which deserves careful consideration and one to 
Board of Governors has given a great deal of thought ir 
' Before indicating the views of the Board reearding 
f yrie | helpful to ce CT ( ha efly the 1 wus of the 
bility ind experi t! reneral 
OVISI of lav : 
nt ft soard vested wit] thre to ent } \ 
Cla Antitrust Act where appheable t ! Se 
t t prol rit Vv col reat ? fre? | t} 
iti engaged in commerce where inv line of cor 
I Ure ountry the effect I ty b { illy 
pet ( or tend to create a monopoly | llowever, as far 
does not apply to acquisitions of bank assets and does not 
ergers and consolidation 
RWA* ‘ee tT? | ( i! l t of | \\ ’ Choe Ti¢ 
nks ? 
} ‘\ Tt 1 right 
wan. It does apply to all other business ventur 
TIN. That is right 
il | nd State banks which are members of t Federa 
tt ire prohibited from purchasing corporate sté ind 
{ . larly proh bit stoek pul hases OY State bank (‘or 


provision of the Clayton Act as presently in force is of 


fieance as applied to bank (sa practical matter, it appl 
. nonbanking corporation—a bank holding company 
tock of banks . : 
I") proceeding was brought becau e of the acqu t over 
1 I rous banks by Transamerica Corp. in the States ¢ 
i 
. Oregon, Washington, Arizona, and Nevada. \ fter extet 
vs, in which it was shown that Transamerica banks had 4 
| ini the 5-State area and held percent of 
nt if I Thre hoard ¢ rered iY rael q rit ! 
( ock holding ull bu F thes k 
v of matter, the 1 States Court of Ay for 
( 1 Thy be i] orade hold cv ft | nel t l 
he five-Stat en 4 e eff; ; rea 
it Tf ] {Tic Levy ( e OF « mipet LIOT 
poe ( ( e banks v 1d be quired 
Petit for certiorarl was denied | ! United 
rie ( ll 
nf (Clavton Aect he Board has othe { \? nde 
vi nvolve l derat n o7 the competitive ispects 
LAIRMAN. | line with that. IT was recently informed of a 


I might ist as well name the bank—the Chase Na- 
lding company but retained all the stock 
erican Express Co. The American Express Co. is simpl 





< 








g It es travelers’ checks and accepts depe 
( orld 
\\ 1 | bein violat on of the Clayton Act ? 
N he American Express Co. was an exp! 
i onverted into a banking institution, ar 
\ f tie in exclusive contract to operate the bank 
LE broad, so that the membe1 of the an 
leal through the Amet expt 
ed and get funds 
int to deposit the pay eckKs th 
\ | ( (Co Ilave vou ever lo d 
M. e not 
Loi \ t familiar with it at all 
{ (HAIRM | on Was giver e by \ 
) ining about that fact 
Mir. J RVSON. | ot know about the facts, sir. But, of c 
\ { CO Q ho eS king lon Phey \ 
- tf bank he D ! it would 
Phe CH N tbe t ishing o cs and 
\ onl Io mittal fo someo e else probably. 
| oS Ue RAMAN NO Phey ac ‘pt deposits abroad. Of cou 
money el rally depo ted in Chase by therm. They u! | 
gency for Chase abroad.  ¢ hase owns every share of stoel: « 
{met n Express Co. At one time prior to the passage of 
( iVloO \ , tnere wa a hold No company owned by ( hase vh 
» Or 4 mall corporat ons which were totally owned and, by CO 
ler, that was dissolved, and the stock was just sunply taken ba 


Chey ist took the stock of the « OMpany back, the stock oft the capt 
ompanies, they took it in as part of their assets: that was my 
formation. At least they did it with the American xpress Co. 

Mr. Rogerrson. I do not know what the facts are, Senator. 

[ would be glad to check into them. But ordinarily, Chase wou 

t have the power, you see, to take and hold the stock of Amer 
| xpres C‘o. 

Phe Cirarrman. Under the Clayton Act they certainly would no 
my oplnhio0n, 

Mr. Ronerrson. Or under the banking laws. 

The Cuairman. That was the information I had, and it might y 
to have that looked into. 

Mr. Ronerrson. It might pay to look into it; but I would doubt t 
correctness of the information. 

Phe Coamman. As I say, I cannot vouch for it except for the wor 
of an officer who told me. 

The reason it was brought up was the fact that the Marine Cory 

t] Ol ly branch of the armed services which did not do that 

They did not give them an exclusive right. They handle bankins 
through their post exchanges 


In other words, a member of the Marine Corps ean transmit his 
he k to his | ome bank for deposit through the post exchange. They 
just forward it to any bank he designates, and then they accept his 





Mi 


PPT 


Nia 





X hnees But apparently the Arimnv and 
(C‘orps and Air Fores 


( 
ntracts with the American Express Co 





tauquestion of onvenience to Ame 
! t t yf MSS \ l Oat 
\ rN We, | loo nto it, Sent 
Vian iter sn { t] ifement on the | 


( ie) 3 ) POry l 
1% ; ; 
i} O ‘ ail mentioned 
) ( ] Pistavion ¢ icted 
io7h not extensive, Tunctio th 
1D ‘Ss. If a bank holding co pany 
ember of the Federal Reserve System and 
7 . J : 
Lt DANK t must rst obtain { Onl The 
a MIply With certam requirements ind cor 
adoes hot prev tor | hilt the acqu { 
oO ( pal eS ana qaoes not effectively restrict 
1 1 , 8 
Inpanies to expand the number ot bat IX O} 


to provide more effective regulation of bank he 
een under consideration for some years and 


Cl tly bee! passed by the House ot Represet tal 
oe before the Senate Banking and Curreney Con 


] 


(CHAIRMAN. Now, in the case of a bank hol 


ean the holding company owns all the stock o 


ls or owns a controll ” interest 1n he stock ? 


LOBERTSON. It means ¢ ontrolling interest. 
Marrin. Controlling interest 
ROBERTSON. You will find both cases. You will 


: 1] 


olding company does own, to all practical purpose 


nt of the stock, and in other eases 
CHairnMan. Well, vou get that in a chain ba 


rt ¢ 


Ronerrson. Well, of course, it is a multiple-office 


+] } ; : | } : ly 
tne chain banking, where the individ iuls own 1 


1 


poration where It owns the store k, ana that ls th: 


the two. 
M ARTIN. Unde that b ll, l bank hold ne col 


ng additional bank stocks and, in determining 
1 
I, 


msent, the Board would be required to consider 


it] 


£ pam: 
red to obtain the prior consent of the Board of Governor 
w! 


OS, 
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t | | r the proposed acquisition upon the preservat 
| tito n the field of banking. 
| Other prov f existing law which vest limited authority 
i Heid 


the bank supervisory agencies are those of sect 
leral Deposit Insurance Act. 


Phe Cramman. Mr. Martin, on that bank holding company q 


ce, the loan limits of various banks so held could 
nooled to odate a borrower, could they not? For instance, 
k A > 0 limit, bank B has a $50,000 limit, bank C anot}] 
\1 \ | 1 nol think they can be pooled. 
Phe Ciamman. A company that might want to borrow $100, 
nild t n better shape to borrow. What about that ? 
Mr. Rorerrson,. 7] loan limits are the same, of course. ‘Tl 
regardless of who is the owner of the stock: but 
ling company group, an individual bank which is in the gr 
ett position than an ordinary institution to sell partie 
t loan to other banks in that group. 
( LIRMAN. That what I mean. 
Mr. R 3ON. Yes: vou are right. 
| { HAIRMAN Phat what Iam really reaching for. 
Mr. Ror w., De In essence you are right, but you cal 
king { lities of that unit. of that group, to take care 
| nanv @ivel nstitution. 
Phe Cramman. | i given institution in a given loecatior 
Mr. Roperrson. Now, ordinarily that is done through correspond 
oa bank whi } snot a member of a group, which will wet it 
t | k to tal 


ce the excess, so that you arrive at pretty 
une position through correspondent. banking as you d 
raQug holdin company banking with respect to the size of tl} 


| a RMAN. Y« ee, 


that question of loan limitation has bee 
tndieanp ties that do not have great big banks. Assigning 
ted 1 il OmMmpany or the total amount of loans that cat 
1 to any one borrower is based upon the limit of the bank, ar 
nv a tot of compan 


in ord 


LleS, ‘r to float loans, have to go to 
ne centel ke New York or Chicago or some place like that 


mK that can handle the size of loan they need : 
not correct ¢ 

Mr. Roperrson. That is correct; and that is one of the reasons why 
-of the mergers have taken place in order to create an institutior 

reve enough to take care of the growing needs in its ow 
! nity By putti Yr two banks torether you increase, if they re 
me size, vou double, the lending limit of that institution: and 
dustries have been growing in that community so that their 

ee Saga 


irger than those which could be taken care of by either 


inits, the bank is in a better position to meet them. 
The CHatRMANn. Ye h: 


i see, that was one of the advantages of the Re 
on Finance Corporation in the business world, particularly 
| medium-sized businesses. They were not hedged in by 
tation. , 
Lk ould be a community in which the banking loan limit was 
S25 Thev could e 


i ( et them to participate up to $25,000, and then 
make a n of uuple of hundred thousand or $250,000 more. 





\f 


\ 
\ 


i 
A 


e 


participating bank would service the loan for them, i 
tremendous advantage in building up business in more med 
communities during the thirties and fortie Of cours 


» loaning power of the Reconstruction Finance Cot 
Martin. One of the principal possibilit 
f the holding company as a device, | think, 
inking interests in the same pool, 


| 
e CHAIRMAN. Yes. 


¢ 


l, you mean a holding company would not be purely a b 


g¢ company, but would also have certain industries, and 
lv. would cel the preference. 
Martin. It becomes an empire-building operation 


(CHAIRMAN. Yes. 


\LARTIN. it becomes that. vou see, and 1t real ¢ 
tion of banking. 
CHAIRMAN. That is right; banking ceases to be pure | 


Martin. That is right. 


(CHAIRMAN. And to a certain extent it might be 1 v. if 


because one of the evils of Danking dul 
1 he whet 


ito e wher a bank would invor a tew 


ind the next thing you know, vou | 


RoperTson. It takes a different temperame 
( t cht na | I t Vi I l 
In other word t kes the 
| Mmonev a t ? ‘ 
\ ws. N L was e met ‘ 
i \ct where t (\ ! ( 
De] Insurance ( i nt 
\ e red red toy] ? 
nk i nly } 
i ft { or bank W 1| ess n thre re 
plus, respectively, « he bank 
lt ¢ W eq ré t é ( 
i 
‘ im ot wlio? il | ! It | 
t of the mited 1 e ( re ( 
\ rere! tri 
e DV any Federal OAK ipery ‘ \ or 
example was the merger of the (‘hase Natio 
15 k ofthe Manhattan Company of New York C 
nd surplus of the re vilt net ink Were eh that p ryY 


rger was not required under section 18 (¢). 


establishment of branches by national banks. Stat 


ind nonmember insured banks by the Comptroller of t] 


the Board of Gover nors, and the I] 1 fe respective lv. Althor 
mergers and consolidations do not as such require prior 
il. Ss 1S frequently the case that a merger or col solidation 


Lother provisions of existing law require the idly ince appre 
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the acquisition of one or more branches of the resulting bar k: 


i 
} 


sition of such branches must be approved by the Board 


Ae 


cases where the resulting bank is a State member bank, 


the 
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ether the establishment of a part 
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the area involved. The I 
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| Of mera \ 
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i ( l i I ( lavtol Let a) Vel Leg 
( k stor . but mild further prov 
ed bave capit urplus, and UNndIVId 
i ~1 } illio . the transactiol could 


| Trade Commissio Under this propos 
( \ ‘ (;eneral or the Trade Commission to 1 
e] osed transaction within the 90-day perio 
rto the subsequent mitiation of any proceed 
e transaction under any provisions of law 
5 Lhas been under cons deration Lt} the House. 
{ iO] e Clayton Act to make t ippleable ( 
) issets. but would not contain anv provision for 
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a} ned through a requirement of advance Lp pr 
t ent agency of all mergers and consolidatior 
\ ee, we feel prior approval is a very important factor. 


Phe Board favors the general objective of recent proposals to ame 


7 of the Clayton Act to make it applicable to acquisitions 
et llowever, these proposals would leave unchanged the 
ns of (lavton Aet which now vest in the Board of Gi 
» entorce the provisions of section 4 where app 
ociations. and trust companies. As pre 
ithority now limited by reason of the law 
quisitions of stock. Under the present pr 
Clavton Act. the Board’s responsibilities wo 
of bank mergers and consolidations, whether « 
| l or State statutes or effectuated through put 
mption of liabilities. This would result in 
ement of the Board’s responsibilities in the ant 
Board would be ealled upon to consider the cor 
{ pects of all such transactions, even thou ) 
| ( vy her approved by the other bank sUpeLrvVIsol 
{ troller of the Currenev and the DEC after co) 
ener of other ispects of the particular tr 
1 by eye qf the home owners bank svstem 
ering several States with branch office 
rough those States. Is that the wity 
of t} bank in my State is in Pitt 
ere, and the officials meet there, a 
the various banking offices, establishment 
pery on over that system under the law ? 
\ \ ave not 
\\ ( pervise that system? 
i ( Ly Bank Board 
Ly : Lt 2 
\ Hlome Li Bank Board. 
CH I \ ly national board ? 
Af MPa nw. J rioht Phey have headquarters in Washinetot1 
i (CCHTAIRMAN. A listinect from the boards of the various bank 
intry; and it is their responsibility to ad 
under that law with reference to branch 
e various parent banks: is that right ? 
\I \I rN 
Phe CnarrmMan. Is there anything vou see that might be improved 


ystem? Of course, the purpose of those banks is entirely 
t from the purpose of the general banking industry. They 
pposed to go into the home-loan business. They are limited 


ip] 
r eld 


LT OLY 


Mr. Martin. That is right. 

iO you Want to Comment on that. (governor Robertson ? 

Mr. Roserrson. Only that we would not be in a position to give 
you wood suggestions about how to do that because it iS foreign to 
our activities. 






















| 


there nre anv wenknesses that have been observed 


| i\t ob erved, 1 doe very cvood Work, and 


Martin. We feel very strongly that the principal responsib 
franetiol of the systen lie n the fields of monet 7 rnd eredit 

} | ' r } ] } j “Tt ? 
} i? d DANK SUpPeLrVISION. The prosecuth uy and Wwiyadieatory 
neident to the enforcement of the antitrust la ire related 


rectly to the Board’s principal responsibilitie 
CHAIRMAN. Let us get the whole system. In the first 7 e. 


il banks the Tre iry Department ru i bank imnspectio 
Sea ‘149 
lit 


' \Iartin. That t e Comptrollen Chie 

(WAIRMAN. Yes, but that nthe Tren Departmie 

Marvin. That riol 

CHAIRMAN. On the Stat ban! e State | 
ive the I pectlol eC] 4 

Martin. Right. 

CramMan. On the Federal De] eo Cornorai 

Lh l l he Cd | t he { ric t / 

Martin. That is rieht 

Ropertrson. Insured banks w ire not members of the Fed 

veserve Systel re e State ba ! members of ‘ 
Reserve System perry ed by the Fed Reserve Sy Cl 

(HrAIRMAN. IT was getting to that 

State banks which are me bers of tl Federal Reser Svste 

e, have the additional pel ion of the Fed Reserve 

that right ¢ . 

Rornertrson. That is meht 

{ TIAIRMAN Lnd, of OLLTSé itional ba e t t ( 
0 / 

Ropnerrson. The national banks are membet banks, of course, 


ire subject almost exclusively tothe jurisdiction of the Com) 
f the Currency. as a pra tical matter. 
( HAIRMAN. | ee, Please oo ahead 
Martin. Such funetions are of a character quite different. fr 
lministrative functions normally exercised by the Board in pass 
idvance upon particular transactions in the bank supervisory 
In other words, the enforcement of the antitrust laws and the 
of bank SUpPery Ision represent, we believe, different sphere 
ernmental operation. 
ireumstaneces. the Board recommends that the enforcement 


» provisions of section 7 of the Clayton Aet relating ry tlass anim 


f either the stoeks or assets of banks should not he vested 
Board. At present the Attor ey (rseneral. under section 15 of the 
mn Act, has a concurrent jurisdiction with the Board in the 
ement of the provisions of that act imsofar as thev re'ote to 
IIe is vested with authority to direct the various I nited 
district attorneys to institute proceedings in the . 
ind restrain anv violations of that act. It would be the Board’s 


| to vest in the Attorney General exclusive author tv to enforce 


‘ours To pre 
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COMMpeUtLON On tend to create a monop 


Port ( (| wvest that rh cuba ly 1] relat to bank lhe 


ny 


e test hould be whether the transaction W 


omipetition or “unduly” tend to create a mono) 

if there ere a tow) n whieh there were only » Ol t banks ind 
a1 rat tween 9 of t] 3:3] Ts) ‘ 

ere a merger between of them, it seems poss! le or likely that 1 


Mf lbstintial fesse 


ea of bank competition, but it might 
ei t the merger was desirable or necessary in the public rite 


if other reason Phe use of the word “unduly” instes 
{ i > would permit sucha desirable merver to take } 
Now, that se a ke semantics, Senator, and I realize the le@a 
f thie rd “substiant lly,” but it is more to bring out what the ) 
I that we stress this word “unduly,” than try to put in legal 
( Vhat t! problem Is. I think we sketched that fairly el 
| eC Ty RVMAN You en iso realize the problem of 1 } comn 
lthe Congr n trying to deal with it. 
Mir. Martin. That is right: exactly. 
Phe Chama» It 1 a problem of trying to pellt iWhnes out 
Mr. Martin. IT en un this up by saving it is the Board's 
lation alo Yr the lines here sug@ested Vesting exe huisive 


wf ; ] 


‘ot the ¢ ity 


Attorney (7e! eral oO el force SeCTIO] 


Let th t to bar ind providing for prior approval 
| | Cs oft it] ul k meragers al a consolid Wions as out 
rovicl ellect ve safeguards Loninst the develop 
We MOonopo tic tendencies the bank he field ay dat the 
-continue in the bank supervisory agencies, in accordance w 
ttern of present Jaw, responsibility for consideration of all 
or 1, gy aspects of mergers and consolidations 
You see what we have been strugeling for in this approach 
onl ite the responsibility of the supervisory agencies but to get 


of the concurrent jurisdiction with the Attorney General whet 
comes to enforcement: not to try to put the Attorney General in 
d of super O! but. it the ‘dime time, for him to have ippropl 
produetiol n the proper field. Now, that is a diffieult thing to 
The CHAIRMAN. Llowever, don't VOU Say when vou talk about 
rrent jurisdiction—you are getting right into that, and I th 
hould he 
Mer. Martin. We are eliminating “concurrent” under this. 
Phe Ciaran. That is my thought. 
Don't vou think that the Department of Justice should have 


te field in which they operate only, and that the supervisory 


( ft tothe appropriate supervisory agencies / 
Now. n woMne nto these things for instance, Fons mto8 a bysy 


merge do vou consult with the Justice Department it the prese 
time on their interpretation of the law, whether each particular « 
might tend substantially to decrease competition ? 

| im wondel 1 whether the Federal Reserve Board or one of ! 
others do consult, and if there is someone In the Justice Departme 

cr] ed to that iob of consultation who would vive the hecessary le ( 

idvice and approve or disapprove on that point only. 

Mir. Marvin. IT will ask Governor Robertson, who has worked on t! 
to comment on It. 

Mr. Rorerrson. Very few cases have been submitted to the Attor 
General, but some have. For example, the Chase-Manhattan case v 

ibmitted tothe \ttorney General for decision, and several others al 
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\l \| \\ 0 \ t of co eration to 1 mm retat 
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t « with. that would ceive the 2 resulting from the me 
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percentagewise except to look at each ndividual ¢ 
( ll that not correct 4 
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Mir. Cha 12) 


The Cramman. Can vou name a single instance where a me 
Comptroller of the ¢ urrency or where any efl 

vile the Federal Reserve Board to advise against a mel 
pinion that a merger should be disapproved in 


( ot ese mergers ¢ 

Mir. Roperrson. May I deal with that, Senator ? 

\ vO i! Lpopore ate, most wes hever come before the Board 
eto the Comptroller of the Currency unless there is a pretty « 

dication that it voing to be completed because, if the applicat 
irned do ~ there 1 ulways a doubt as to why it is turned do 
be be eof the management: if hay be because of lack of 
the quality of assets, and that casts a black mark against 


bank, asa result of which you will find that most propos 


Ol i Meroe rare handled on an informal basis before t] 
er get to the approval stage, and that is the reason why you will 


ost no list of disapprovals by any Federal agency. 
Phe ChatrmMan. In other words. on most of them vou have an inf 


eel oe with them be fore the merevel Is ever proposed ¢ 
Mr. Rorerrson. That is right. The management just isn’t 
h. or tl ort of thine or that sort of thing, so they forget 
Phe Cuamman. Do you know whether either ever disapproved 0 
( ! CSE formal meetu rs On the eround it would lessen CO! 


Mr. Roperrson. Oh, many times; but in those cases you wo 
record of that sort of thing. 


| he ¢ HAIRMAN. Well, should there be a record kept of those inf l 


Mr, Roserrson. I would doubt it seriously. 
Phe CHairMAn. Soasto determine whether or not there were prope 
dards and what the standards were ? 
Mr. Ropertrson. | would doubt it seriously because at that time, a 
time the proposal is brought up to the Comptroller, for examp| 
or to the Board, il ad It: 3s discussed on an informal basis, there is I 
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that time. 
1, in general, if you wish, outline the views we expressed 
the Ifouse committee on that bill; but I would hate to be held 
hite commitment, 
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\I Marrix. The Board is discussing that actively mght 
nt, Senator, in preparation for testifying. 

Phe Cramman. And you are not in position as yet to stat 
Board’s attitude on the bill: is that rieht ? 

Mir. Martin { would rather wait until the Board has a cor 

ring of the problem and takes a position on July aD. 
Che Cramman. Now, without enactment of such legislation 
olding companies, even if the bank merger bill is e1 


| not be possible to evade the intent of Congress by 1 ' 
f a bank holding company, by concentrating the financial pows 
untryv i ill eroups through holding com yanies 7 
Mr. Rone nN. | do ot quite understand that, Mr. Chairn 
| e CLA VEAN In othe r wor Is, one holding COMpPany Can Le 
mire the control of a number of banks in West Virginia. 
oht say, and eventually amount to a real concentration. 
Nir It i} SOON, \ es: but that vould be specifically covered } 
( vton Act of the moment because there they are doing It thi 
if stock that is covered by the Clayton Act. 
Che Department of -Pustice con ld eo into that. and the Federal 
go into that 
Ci wAN. You would not think that under any shape o1 
be placed under the Federal Trade Commission be 
they are a specialized operation; isn’t that right ? 


\Iy Ro RPTSON, Definitely SO. 

he CHatrMan. And they do not come within the general fiel 
trade which relates to industry and the buying and selling of 1 

Mr. Rorertson. In the banking industry, that is right; in the ba 

The Cuatrman. And they must be supervised by a banking be 


Mr. R BERTSON 1 it 1s supposed to be qualified in that special 


The Cratrman. Now here is a question you may not be abl 
ver Let me ask it: Banks were included in the old section ( 


the Clayton Act. and thev are included in that portion of the pre 
etion 7 that prohibits stock acquisitions. 
( hn vou te ll us whether the Federal Reserve Board or the Cor 


troller of the Currency was responsible, or was either one oppo 
to the inclusion of banks or was either one responsible for banks 
ing included the amendment which prohibits assets acquisitio 
Mr. Marriyn. I just do not know. 

Mr. Rorerrson. I cannot answer that: I am not familiar with t 
legislative history. 


cr 


The Cratmman. What we have been trying to puzzle out oursel 
whv banks were left out of that amendment. 

Mr. Marrix. Of course, the court clearly recognized our jurisd 
tion in the Transamerica proceedings. 

The CHATRMAN. Yes. 

\s of June 1954 the 1,000 largest commercial banks held approx 
tely 46 percent of the asests of all commercial banks in the count1 
numbering more than 14.500; some 400 commercial banks, each w 

S50 million or more deposits, controlled 63 percent of all of the asse 
of the 14,500 insured commercial banks in the country. 
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CHatmemM an. At d that, in turn, forces these plants to go to the 
iere there are adequately capitalized banks that can lend 
float their bonds for them, evel though it is a loa that 
; ould accept percentage wise 
Marvin. Right 
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we have been trying to eliminate, and industrial concen 
d adversely allect the smaller eiti By smaller cities, 
eS OT a couple of hundred thousand, say 250,000. 
people may have the money to set up a plant that S 
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md ley are alw Lys referred to the serv Icing of a loa three, 
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? ; ] 


owth of the country, it may be having an adverse effect. 


ERTSON. On the other hand, Senator, 1f the se large banks 
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vith respect to getting needed funds to make needed vu 
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BERTSON. That is right. 

\iRMAN. And far be it for me to ever advocate that we Lop 
de on business of the British Board of Trade, but I stil 
would be a more prosperous and more happy Nation if w 


Pittsburgh, and places of that 








ON, Not 


» (CHAIRMAN. 


ould be more nationwide liv ne ost 1 
1 
i vel 1 more stable Wil ore ] ? 


| ree with vou 
in be achieved w the framework 
rt vl mtace maa aval Lore VO ( 
} } 1 | ree \ 1 Ol ? | 
( But at thre me time. | thn vou | 
ial Tir re { ol t core bye Sir ve 
ntrol ensures of one sort ranother | 
t LoT a et trolled econ | i! if t} ' 
}! 7 ten ' 
vel ould re by \ te! e] | 
ly el ] lise to pro ore 1 ] { 
+ ( : ? 1 yt « i } ( 
Pon { eC POIML OT Vie 
nal va ] 1 lots of ei at 4 





{ pated that a weel ro. and tl 
‘ che} ( ? ! ’ i! ( ( 
) ( 1 
\ 15 | { } ¢] } oO ) ( at 7] ! 
ratio ba ed pol ! TIOnA reps 
oures ioe I tl that n 
fel I kno plant hint utd Ke TO 
Phe oft nec irv lo 
nd to move it ommunities that 
| tO oF ynere l 1) ‘ 
lower Vine costs, where The ] or} 
ly oncentrated, vet they Cil tT ci | ( 
1") mble lony ! ren which the 
ly hose } re not ible to newot ite 
( big hant hye | of t] 1 no pre 
! ery ) y | 
1 t ¢ ( a) i l | 1 PTs FO. wrt o 
} Oul t | FY ANC I VD i later I 
if ho ould he accomp ec 
| derstand the qui tior 
lent 7 very t of the }) Y)) y a ) 
1880, t] concentration built the bar 
But it retarded other sections o 
lt very difficult to promote the growth of 
( y thre crowth of ndustrie first hex LuSse ¢ 
the institutions 


Al] right, then, that makes the case of this ty 
Kl vy about hopeless, does it not 
hopeless 


niess we can work a systen 
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RTSON, | ( rie 
( lol eC] t ! I | | { 
rot 
(HAIRMAD CLE But | ( MON 
{ 
‘ 0 ‘ I | 
Cu 
rson. 7] { f ' 
( HH \I \ \) ( t ( ire ri 
' i ! i 1 4 e i t il ( ed ( i } 
i oa sods ii. en. 4 hac f 
{ i ‘ ‘ ible thre 
i el i ey e | l Oul ‘ i I 
I Ora t woul mniy ( S or, thia 
tle \¢ a To 1) I { Ose COL tle e 1 ( 
\ ( ‘ monet vhere thev could ‘ those 7 i 
( { { { we or thie en { ert oO Way OF adel 
(CHAIRMAN, A OV \ mere in dunce « { } ei 
Tov 
RORERTSON. Phat right 
( I RM n but . l e ( nave the Dank t¢ rg tive 
i Ve not Hu » bank vr unt vou vet the rie ry 
RoBertrson. B thie { ry already has its present o 


( RMAN. Ina lot of cases I know there have not beet 
| KTSON | rate ted thel Ve beet 

IRMAN. Because of the problem of prope ery og 

VO rson. Banks are in the business for profit, and if it wer 
e T¢ nee thre ove of al mndu try from one irea to 0 
ait that arrang would be made to do that 

(CHAIRMAN. No Mir. Martin, do you agree that monetar 
( i if e fl ( iti hn the price ot Governm nt securit 

Par t rol lien ne the profital t\ nd thus t 

I } tlle 1e] qdent Danks tO SUES eaund continue nb 
heir ov resources, espe illv in view of the ere iter relative 


ce of Government bonds in their portfolios as compared wit 

sO] metropolitaa 1) ks ¢ What do vou have to i\ ol that? 
\I Marron. Well, I could not talk about the relative holdin ws of 
C1 ent securities, but I think of the 1 sk of the busine Money 
Cat | Vv must be directed toward the pi iIsSIng powell of 


il Now Tia Hnstitutions | ive th respo}l bility to si ord 


vital to maintain solvency and credit set et Lhe I { 
( amen That we re ( ‘ everyvt} ne Wit ] our pe to 
ote that unde nding of what the purposes and act tie re 
\ vo hive ! fh) tuation in Crovernment er ritue t Ou 
e going to be good at maturity d | the interest 
vhen due, ther { i matter ol hold ng It ! tter of a 

++ | 








702 STUDY OF THE ANTITRUST LAWS 


Phe Cuamman. Would you recognize the importance of Gov 
ment bonds as earning assets in the portfolio of the small, indepen 
ocal bank, and the extent to which the recent Federal Open Ma 
C ommittee pol cy affects the position of these smaller banks w 
depend to a greater extent than the large metropolitan banks o1 
earnings derived from such securities? You recognize that, do 

Mr. Marrin. I recognize the importance of that, but I also re 

ze the responsibility of a small bank to measure its own port 

t eed It ennnot expect to have interest bearing money at 
posal It has got to be in the banking svstem Just the sami 


Phe CHamwan. On the other hand, the small bank must have 


quate q egotiable securities in the case of a crises, isn’t t] 


Mii \I R N Wi vant them to | we al adequate secondary res 


{ 
where the Treasury provides bills. | 
fhe ( RMAN And it must be income producing, too, 

Mr. Marvin. And it is a matter of agreement and judgment | 
port fol his problem, Senator, mn terms of compelling | 
eg ( t securities at par, has been discussed so much. | 
Crave ft securities at par and ignore the forces of ' 
‘both the Trea urs ina the Federal Reserve ean do that. I 
he irket can adjust on that basis, it means the money has 
printed in order to make that eood., Now we oucht not to 
He CNP os { the p irchas ne power oft the dollar. \ 

{ © order our {i micing, t ie Treas irv al ad the Kec 


thes bonds will sel] at par and above without any 
timulus, and if we conduct our finances soundly over a pet 
f time, that is what will happen. I hope we are moving in that 


The Crramwan. Off the record. 
1) on of] thre record. ) 
The CrarrmMan. Now, back on the record 


Referring again back to the Transamerica ease, why was an act 


ted by the Federal Reserve Board againt the Transame 
ink-holding company, under, as I understand, section 7 of the ¢ 


ton Act / Why was that brought ? 
NIh \LARTIN You woul have to cet the people that brought 


~ 7} I not trving to evade that, but it is a very different th 
[ eame into the Board, as T said, in 1951.) It had been instituted f 
en) it it time. and I did the best I could to read up on the recor 


the backer d of it, but it is not the sort of thing that T co 
9 it was brought. 


Phe CHamman. Do you know what the essential issues were 


} 


Vir. Martin. Well. I think the essential issue boils down To acq 
{ by Transamerica Corp. of an increasingly large number 
a the question was whether this was tending to monopo 


— 


i lessening of competition in the area 


Phe Cratraan. Was Transamerica also investing in indust) 
rporations, too ? 


Mr. Martin. Transamerica also held industrial corporations. 
The CHatrMan. Was it affecting in any way the loan policies of th 
icq ured ? 
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\LARTIN. Well, I would not 
( HAIRMAN. Not. the poli ies, but sometimes you don’t have an 
f policy, you just sort of change the system. 
Martin. Well, I would not comment on that. J would not want 
the case, 
CHAIRMAN. Even so. that is one of the most dangerous things 1n 
nopoly field, getting credit centralized in certain groups; that 
{ re lly builds monopoly. 
Martin. That is the reason why I feel so strongly that banking 
nbanking business should be separate. I think, regardless of 
rits of some individual situations ar d how they arose in a small 
| nk the createst abuse that I can see in the fut ire in the field 
that area 


: CHamMAN. Do you remember what factors the Court based 
pon ¢ 
Marvin. Well, the Court in essence said that—first the Court 
we had jul aqiction., Then the Court said that we had 
ed a tendeney to onopoly or a lessening of competition by 
nto the eld and taking testimony with respect to the 
en the five-State area and not the whole area and the Court 
ere not consistent In our brief on that point. [am not trying 


the Court. but that in essence is what came out of it. 
CnammMan. All right, ves, we thank you for coming up, and 


fter I tl k over some of this testimony, we may want to 
me more questions. This an important probl becnust 
Loe entel oO ce rly hto thre bu ness | f« oft t | scountry 


\IEARTIN. That 

CnHatmmMaANn. And also in the matter of getting ourselves on a 
ry economic ba 
| sion olf the reeord. ) 


(CHAIRMAN. Back on the record. 


Martin. Thank you, sir. 
Che prepared statement of Mr. Martin follows:) 


( vit in and members of the committee, we are pleased to come before 
‘ t n of \ ehait five l r views and } I 
Hive w th ‘ a a j eC! f bank ‘ uv ridd « | 
ur d consolidations ‘ rt r course, ey 1M ‘ hie f 
! Federa d State \ t ! ire carried t he si 
I el or State banking at ( ‘ In passing I erg 
| ms i! fi ( ! ( »> be considered by the 1} Va } 
I gyn ben ne I he } hnterest ! ‘ ) ‘ 
elemel 1 the ' ennnce of ' v ne of t) 


which must be taken into account 


ig t our inforimat n. an total of 100 bank merger CO slidat ‘ na 
took place in Tho2, the rgest veat number since 1939. The ‘ 
Gin 1 ind 20 n lod kor the first 4 mor lo, the f ‘ 
eating that f growth continue it he Satine ! ve “3 
round 240 Since 1958, the merger movement has been the 
the gradual decline in the total number of banks I} Sin col 
e 10-year period just prior to 1933 when bank suspensions were 
ergers and were the major factor in reducing the 1 ‘ of 
il banks by about one-half 
eral, consolidations have taken place between relatively s 
the absorption of small banks by much larger banks. In the 
mm 1950 to 1954, both inclusive, there was a decrease of 50S banks as 


bet 74 were 


ed by large banks having total assets of $100 million or more; and of the 


ult of mergers, consolidations, and absorptions. Of this num 




















‘ of le than S10 mi ’ SS ic 
! na ; ii assets of more than Soo 7 
‘ ( i ive cle iT ( erie 
11 ( ‘ ! l it equel y t 
| ‘ hie misalle nih m 
' Y I ‘ t sul I i iit 
nagement i e case of mit ix 
ent trend in 1 mergers and 1d 
sideratie do one t } the B 
ile wht in rece! onth Lye 
"¢ radi} | ‘ ‘ ‘ 
i CS] ‘ 1 CX] ( ‘ 
\ I ol iW 
Ol ( e | I 
e of « erce ectio the county 
i PUNE SSK ana . hot 
- I ire Thembet! of the Federa i 
I ‘ es I d Vv State 
S eb Consequently | provis 
( tle 1 nee a | { to 
‘ ! re a nonban gy corporation 
e Stor Pane 
1 te proceedings under the Claytor 
t because of the acquisition over th rs of | 
Corp. in the States of Ca Oy i 
\fter extensive hearings { 
nks had 10 perce t of b flices hie a j 
deyx S29 hat area, the Board enters | 
| f i tock holdings it but 
{ nite he United State Com f App 
e the Dx order, holding that there “ 
e-s e area the ellective area of co t 
t ‘ OlLipe ion or lessing « mye 
( Lire by V1 samMerica 1’ I 
“ft s Supreme (‘; rt 
\ e Bo has hie functions under 7 
ion of the competitive spects of bankir 
! I hie ! field, although su 
( med he la itsell 
eL 1 nacted in 1933, the Boat eX 
netions with respect to bank holding compar 
ntrols a bank which is a member of the Fe 
e® its stock in tl mink, if must first 
( rhe ‘ piv With certain requirements 
es not prevent or limit the acquisition of I 
! does om effectively restrict the ab 
he number of banks controlled by them Bi 
f bear holding companies hive been ul 
I the itest such bill has recently 
es al Is how pe no be re the Sena 
‘ neg I) i bank holding company wou 
sent of the Board of Governors before aca 
( ermining Whether to give its consent 
| or n ors including the effect of 


field of ban) 


n this gene 


preservation of competition in the 
9 Ww hich vest limited authority 
gence ire those of section 18 (¢c) of the Feder 
er that section, the Board, the Comptroller of t 
Corporation, in thei 


! lvance upon mergers and ns 


ieir respect 
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idvance referral to the Attorney General or the Federal 7 


( 
Other propo on this subject would follow the approach of amending 
) of the Federal Deposit Insurance Act so as to make the prior 
bank supervisory agencies necessary in all cases of bank merge 
i her or not the capital or surplus of the resulting bat 
than the capital or surplus, respectively, of the banks involved. Or 
ese proposals would require the banking agencies to consider, among 
tors, whether the proposed transaction would unduly lessen competit 
dl unduly to eate a monopoly. Another such proposal would make it 
ipon the appropriate bank supervisory agency to refuse its consent 
( bank erger or consolidation if its effeet would be substantia 
en competition or tend to create a monopoly. 
honey } ni auti [ under the ¢ layvton ict 
Lb 1 fe that section 7 of the Clayton Antitrust Act in its pi 
ot an appropriate and practical means of controlling or restr 
| ‘ es in the banking field This view is based not on 
f the Transamerica proceeding but more particularly on the 
he prese! pplies only to acquisitions of bank stocks and n 
re) nd dations and upon the fact that more effective contre 
Board believes, can be obtained through a requiremet 
| by some Government ageney of all mergers and consolidat 
Bourd f the general objective of recent proposals to amend secti 
\ x applicable to acquisitions of bank assets. | 
ld Jeave unchanged those pre Visions of the Cla 
the Bonurd of Governors authority to enforce the 
7 where pplicable to banks, banking associations, and 
\ ndicated, that authority is now limited by re 
( cabilit niy to aequisitions of stock. Under the pre 
Clayton Act, the Board’s responsibilities would « 
k mergers and consolidations, whether carried out 1 
State statutes or effectuated through purchases of assets or ass j 
es This would result in a substantial enlargement of the Boar ' 
he antitrust field; and the Board would be called upor 
ler the ¢ petitive or monopolistic aspects of all such transactions, ¢ ; 
eh they 1 1 peen approved by the other bank supervisory ager ' 
( ptroll f the Currency and the FDIC, after consideration by t | 
pects of the particular transactions. 
e pril I sibilities and functions of the System lie in the f 
eulation and bank supervision rhe prosecutin 
netior ncident to the enforcement of the antitrust laws 
ited to the Board’s principal responsibilities. Such fun 
te different from the administrative functions n¢ 
by he Board in ] ng in advance upon particular transactio 
k ‘ field In other words, the enforcement of the antiti 
hank supervision represent, we believe, different sphe 
T eT T iT] h 
e cul nees, the Board recommends that the enforcement o 
‘ ;y of the ¢ vton Act relating to the acquisition either 
should not be vested in the Board. At present 
\ ‘ (rene! inder section 15 of the Clayton Act, has a concurrent 
vith the Board in the enforcement of the provisions of that act insof 
te banks He is vested with authority to direct the var 
| State ( rict attorneys to institute proceedings in the courts to pre 
ni rm l if ns of that act It would be the Board’s propos: 
Attorney General exclusive authority to enforce all aspects of secti 
Clayton Act relating to banks by means of such proceedings. 
d ) deration of mergers and consolidations 
\t the same time, the Board believes that the possible competitive and mono] 
bank mergers and consolidations should not be left solely 
ct consideration, but that there should be an opportunity to consid: 
this natter in advance in each particular case. 


\ revious indicated, the three Federal bank supervisory agencies und 
IS (c) of the Federal Deposit Insurance Act are now required to 
dvance upon mergers and consolidations of banks where the capital 








e res ng bank w e less than the aggr eg | . 

ing banks It is the Board’s opinion that the objectives of legisla 

subject would be more effectively accomplished if this requirement 
tended to apply to all bank mergers and consolidations, whether 

in a diminution of capital or surplus This might be done er 


| ‘ 

i 
the Federal Deposit Insurance Act or by an 
Clayton Act, which would require the prior 





rr consolidation by the Comptroller of the Cur 


if Governors of the Federal Reserve System, or the 





» Corporation, depending upon whether the resulting bank 





, a State ember bank, or a nonmember insured bank 
ver, the Board would recommend a further provision in order 
e consideration of the possible nonopolistic effects of bank mergers 
dations Each of the bank supervisory agencies should be author 
3 oO re on to request the iews of the Attormne General im any mit 
fore it, if the banking agency feels that there is a substant 

whether the proposed merger or consolidatic vould bring a t 

ning of competition or tendency to mnonopoly If the Attorney Get 


then indicate his view that the proposed transaction would have such 
I 


ie bank supervisory agency would be pre« 








Cc ¢ or 1ded from ¢g = 
he merge r consolidation in question However, it sl 1 be 
d that, if the Attorney General has not been previously consulted 
i ate bat ipervisory agency and has not indicated an abst ‘ 
i ! nh his pal he would contit ie to have f ll autl \ . e 
under the Clayton Act, if he should deem it desirable, with respect 
tion resulting fro the particular merger or consolidation 
ri ther point we would like to menti« EK ting law as well 
e proposals under consideration use the phrase “substantially to lessen 
or to tend to create a monopoly The Board would suggest that in 
ng to bank mergers or consolidations the test should be whether 
' on would unduly lesse! npetition or unduly tend to create a 
If there were a town in which there were only 3 or 4 banks and 
ger between 2 of them, it seems possible or likely that there 
stantial lessening of bank competition, but it might well be tl 
er was desirable or necessary in the publie interest because of other 
use of the word “unduly” in d of “substantially’ ld per 
ib ger ti ke place 
Board’s belief that legislation along the lines here suggested ‘ ng 
n in the Attorney General to enforce section 7 of the 
\ with respect to banks and providing for prio! proval by the 
gencies of all bank mergers and consolidations as outlined above 
de effective safeguards against the development of undue monoy 
he | ! field and, at the same t ( nue il rhe 
I iZencies ecordance with the patte prest iw, re 
I ms el LO! ol ill he ordinary bantk ph, I erg Ss 


CirarrMan. We have Mr. Gidney. 
Gipney. I have brought Mr. Jennings, the First Deputy Cor Ip 
{ me, 


"EMENT OF RAY M. GIDNEY, COMPTROLLER OF THE CURRENCY, 
CCOMPANIED BY L. A. JENNINGS, DEPUTY COMPTROLLER 


CHarrMAN. Mr. Gidney, you have a prepared statement / 
(aipNEY. Yes, sir. 


CHARMAN. You may, at your discretion, read the statement, 
the record and comment on it, or do as you Wish. 

Gaipney. I will do whatever you would like to have done. Pro! 
vould he best to hit some of the high Spot al d not cover 


Yr 


(‘HAtRMAN. I think it would save time. 
(;1pNEY. Wecan do that. 
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| ( i IAN Yes. 
\] (x NEY Wi tiute the statement with a discussion of 
I e niatter of consolidations, and note at the bott 
pritg temen that the Comptroller of the Currency has 
( ib Lrabisactiol where the resulting bank to 
| ¥ of Governors and the Federal Deposit Insurance ¢ 
ve the authority to approve or deny only when ther 
x ( the aggregate capital or surplus of the parti 
of) Phat was emphasized by Mr. Martin and Mr. Robe 
Phe ( IRMAN. Are you under the same limitation / 
Mr. Giwney. No: weare not. We must upprove any. 
Phe CuWAIRMAN. Lou must approve / 
Mir. Gaip» We must approve any consolidation or merger, b 
(] { Or Cast. 
BLY ee ININGS. We ave LO approve the purchase and sales. 
Mir. Grips We do pass upon all of the them. That is, we 
| 


I hand we havea Ww der scope of authority than they 
We approach this, as we hope, without bias, look at each case o 
I think it is of interest to note something of the leval 
er which we operate. Apparently, until 1918 there were no 
onsolidations and mergers. They were put 
ind through the years it was necessary, if a national 
ied TO ierve wil i State bank that it should FO INO vol 
quidatlol Phis situation was changed by the act of Lue { | 
s sometimes called the two Wit} street law. Under 
permitting consolidations under a national charter, the appro 
f the ¢ yt er of the Currency is required. Our approva 
ever. not required for consolidations or mergers statewlse Ww 
ianat 
_ ‘ sstiitt hive passed lemslation prov ding for Such re) 


ttine State bank to consolidate with nat 


der national charter without the approval of any St 
lit Ossible in those States for a national bank to 
itiona tem by consolidation, merger, or conversion, 


ipproval of the Cor ptroller of the Currency. 





Wi ive also a inge enacted July 14, 1952. for mergers whi 
bin erged or acquired by a very large bank, a relat 
vel k, and in that cause the ditference is that the disse 

Oo irehola of the receiving institution, the large bank whic 


? ne the si illey one, do hot have the right to recelve the Vil 
oft thelr share n cash. A two-thirds vote of the shareholders of « 


rm W hic hi indicate some of the bases u 


Mir. Martu ind Mr. Robertson pon ted out the limitations of 
p! ition of the present law, but we have had in the various consol 
0 md merger statutes, clear indication that Congress believes t 


tral ictlol While ly banks combine are, at least In Some Cire 


ecessary ind warranted. On the other hand, we are ay 


{ enerakl porey of Congress against mergers and consolicdatt 
ibstantially lessen competition or tend to create monopoly 


been expressed the Clayton Act. 
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Mr. Gipney. He should get a loan. 
The Cuamman. L remember one man who loaned out, I ex 


ily he would have four or five hundred thousand dollars loa 
out. and I think he sometimes took the wrong attitude. Hea 
qd thiat man’s reputation meant more to him than collate: 
reptutat ! e past as to ben ra steady citizen, who was a 
( | have had him tell me that repeatedly. 1 


more m in making a loan than the collater: il that 
\Ir. GOIDNE) Ot cow e, on that side vou vel the vood side oft 


Che CHairnman. That ] ippel “d to be the geood side, 

Mir. Gipnrey. Wher you have a banker smart enough to knovy 
had to Know al ty, he ean do that. That is tl 1e good side. 

Now, | believe that with the growth of our banks 


| »( FY RMAN Lam ] ist t ilking about small banks. I don't 1 
bie de ind in your big cities; there it is just almost 
) o do f 
Mr. Gipney. They become much more impersonal. With the gro 
they become 1 | more institutionalized and much more impers 
Phe ( I IRMAN. ¥e ? 
Mr. Gipney. I can remember in the days in the small towns 
| Wi two i ‘ whic] usually disliked each other, and that Wi 
safety of the community. _ 
I} CH RMAN. And they even got into polities. 
Mr. Gipney. But I think banking should be a matter of se 


it the deserving, the worth V; borrower wets the money. 

The Coarrman. All right. p! “use go ahead. 

Mr. Gipnry. We must not lose sight of the fact that comme 
banks, such as the national banks which come within the jurisdi 
of the Comptroller's office, now have comp ‘tition in a highly imp 
ree from other financial institutions, parti malas mutual 

os banks. ivinegs and loan associations, and life-insur: ance co 
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I lion, and 6.05 savings and loan associations had assets of S3 

I 1101 The assets of life-insurance companies are, of course, ve 
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of real-estate lending and for the savings funds of our people. ‘I 

life-insurance co! panies are ins strong competitors for large oO} 


merelal loans, particularly those of longer term. 
The CHatrman. What effect is that having particularly on 


Mr. Gipney. Well, the banking industry is standing up all ri 


loans going to insurance companies which they would like to have ] 
ut that 1s competition, and I have not heard them complain audibl: 
Taking all factors together, we believe credit facilities are mo 
ready ava lable to borrowers, large or small, than ever before. Co) 
petition between banking institutions has increased rather than d 
minished in recent years, and has been supplemented by increasi1 


. . } 1 
activities of other lending agencies. 


I think it is a matter of some regret to see some verv nice larex 
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ind the 10,960 banking units were serving 7,463 people pei 
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ent banks of the Nation, like we are, who serve the pul 
ely, are trembling in their boots over the tends 
w going on in the banking business 
es anks absorbed 46 others in 1954. We now have 
k has a majority of the deposits And in 1 State, 2 bank 


if the deposits. Two bank holding companies control 


in an entire Reserve district. 
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nterested in that progress 
a bank in Charleston, W 


Industrial Companies, 


Ve 
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with the farmers. I do tind the little co 
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to the big ral 


» to the farmers. not 


an illustration. But in t] 


would fit in more accurately 
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he acre ultural community, 


be a cattle rancher himself, too. 
know is customary over the country 
lots of these » banker to 


Ife keeps the records. 


things for the 


renders free service. 

other hand, to get into banks just a 

ilar thing in mind. Ina bank up in Nor 
e. Otis Thor Ipson, Was one of the first p 


. special agricultural man to go out wv 
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to have 


he country and other banks have imitated that. 
val / 


to be a little larger to have that spe 
has to be one, too. He has got 
specialist right in his own org 
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He has TO be 9 


a has to double in brass. 
He has to know everybody in person, not 


d his cattle. 
are lueky enough to have a cood one, 
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’ TOO! 
CHAIRMAN. Very good. And it would be a tremendous 
to a small producer. For instance, most of our cattle are purel 


them. \ man doesn’t have to have a big hei 


No, that takes real money 


and we value 
ive a lo it. 


have t of money tied up in 
that is a good type of loan. — 

Nit GIDNEY. Oy course, in our work we have to @ 0 
laws of the particular State in this branch business and in W 
But in California is perhaps the 


oO accord I 


inia we don’t have them. 
tanding statewide branch banking. 
The Cuatrman. The reason why my State legislature always 
fused to approve what is called chain banking is that very fact. 
Mr. Gipnrey. Don’t you have any chain banking over there? Ar 
anv individuals over there who own several banks? T! 
he 
»CrHatrMan. T don’t | 
Gipney. Is that so? 
duals own chains themselves. 


know of a single instance. 
Well, in other parts of the country 1 
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atimm 600 | Ide x 
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See Rn Se 


Deposit Insurance C 


HAIRMAN. The greatest number was in 


that occasioned partially by the depress Ol 


5 see, 


1 would thi 
ind keep them on 
supposedly good 

» used to merge two pimples 
ld be—that was 1931. 
Now. based on that. do you t] 
ver competition, that number ¢ 
DNEY. | don’t think st), Competition 
eS, ind competition is as the banks do. 
(AIRMAN. Then you agree with Dr. Wat 
ot in itself wrong, it is only the intent 
ripNeY. And the way it performs. 
(‘HAIRMAN. Yes, intent. 
(;ipNEY. Yes, wel 


. vou have Tot to 


ince, 


(‘HAIRMAN. Yes. 
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In other words, the heory is that the int 
vovern whether or not that bigness SHO 
if that intent is wrong, the bigi 


tually. 


3 by performance 
av IS absolute ly SO. In other words. vi 
is elfect. And of course, we have 


big it 


the striving by everybody to get 


und do bigger things. 
bition uncontrolled becomes 
are occasional exceptions, 
same annual report show there were 3 


whereas at the end of 1954 there 
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correct, 


ie number as 14.388, but that is not 
} 1 ? i 

think this indicates an alarming 
the banking field? Taking it aga 


rrowth of the country and the decrease 


t's Say, when did that happen ( 


let 
That was by the end of 1954. 

NEY. The shrinkage took place between 1921 and 1934. 

e CHAIRMAN. 1954 4 

. Gipney. Yes: we came down like this and we have bee 

years. I think there were about 15,000 bat 


Lie List oe 


Mr. Jennines. That’s right. 
Mr. Gupngty. And about 14.400 now. 
Mr. JENNINGS Lhe blo Shrinkage took place between Lu 


What was the shi inkage between 19354 and 
should give you that. L think we h 
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t out and give it to you in 7 
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some of these things here by these 
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he reporter can 
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vuld you furnish the information for the 


Insert 1t é 
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HAIRMAN Let's take a 
ipprove the Nat QO! 
yey. Yes: we did. 
RMAN, What iction did vou t 
pNEY. We approved that. 
HAIRMAN. You approved it 
the Attorney Genet il as 
nist. laws? : 
pNEY. No, not as a rule 
HWAIRMAN. Did VO consult wit] the \ttor 
MIanhattan or t e i irst Natio) iland Nation 
NEY. We consulted him onthe Nation al 
HAIRMAN. You consulted him on that 4 
DNEY. Yes. 
HAIRMAN. Not on the Chase-Manhattar 
DNEY. I think technically we did not. 
| we heard something ; 
nas that was not oul approy ul. 
the National Citv-First Nationa 


vou took 1 With him in that consultat 


DNEY. We took up the whole matter. the whole pi 
formation and extensive consideration, 
\NINGS M L\ | Say I think one of the Mia! fa 
pe of b isiness handled by the two bank 


nt where the merger was considered ¢ 


being of a type that 


cS 


rMAN. In other words, they considered the ban] 


ve in their field of endeavor: is that it / 
sntnas. That was one of the factors that w: msidere i 
INEY. They were somewhat competitive in the row 
the First National Was operat ne, but the National ¢ ity 
¢ ina much wider field, branching in New York City. a 
over the world, and the First National was more or less 
eX imple of a bank that had continued a lo or traditional 
id not branched and had no branches and was somew!] 
* procession. 
HAIRMAN. Today's papers carry news of a merger of two of 
is biggest banks, the Pennsylvania Company for Bank- 
[rusts ind the F rst National Bank of Ph ladelphia. whic 
It in the first billion-dollar bank in that city. It is reported 
rver has already been approved by the directors of these 
TT Ons. , Be ; 
TIDNEY. I have that also, 
‘HAIRMAN. The stockholders, however, do not meet until Sep 


19. Now, this creates the first billion-dollar bank 


rIDNEY. That is right. 

HAIRMAN. Was your office consulted on that ? 
yy NNINGS. We were advised informally vesterday and for 
his morning. The matter is just getting under way. The 
ire coming down to our office this coming Monday, repre 


¢ the First National Bank, to discuss the whole matter with 
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would very often happen. By ta 
over a bank, the acquiring bank may be larger and it may not be, 
it cely to be a more aggressive bank. A bank can take that 
ness and go to work and make more money with it. 


The CuatrrmMan. Take the Llanulton—what was the other bar 
; rodd with ¢ Thay ton: what the name of the new bank | 








aM National Bank of Washineton. 
Phe Cramman. The National Bank of Washington. I th 
w tl r ry The National Bank of Was! 





re for branches was important \\ 
ared explanation of their reasons: | 






take it out and read it to you. But you know i pretty well 
Phe Cuarrnman. Lam not eritieizing it. 
Mr. Gipxry. It made it a 
than the National 






tronger and better balanced institut 
Bank of Washington was before. It is row 





ould be impossible to Say that that merger lessen 










Che CHAIRMAN, No. if probably didn’t. 
Mr. Gipney. Substantially, or even at all. 
li probably built some competition. 
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availability F credit at suitable rate 
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pertinent question which we must an 
the availability of credit to worthy seeke 


ers Which have occurred have not done 
of the faet that commercial bant 
me Within the jurisdiction of the Comptr 
an highly important degree from other finar 
savings banks, savings and loan associa 
On December 31, 1954, the commercial ban 
{ i savings banks had assets « 
ind los ‘ ocl had assets of $31.7 billion | 
companies are, of course, very, very large. The mut 
ngs and loan associations and the insurance comp 
in the fleld of real estate lending and for the say 
Che life insurance companies are also strong compet 
ns, particularly those of longer term 
ether, we believe the conclusion is unavoidable that ere 
eadily available to borrowers, large or small, than ¢ 
between banking institutions has increased rather ft! 
ears, and has been supplemented by increasing activiti 
It continues to be active and effective 
ttee in quickly visualizing what has occurred in ban! 
irs, the following facts and figures are presented : 
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. LLous Hs VILS, S948, and 6405 introduced |} 
( 1] e vou had a chance to study those fe 
Mir. Gipnt We are working on them right now and trvit 
\ e of other agencies of the Grove! 
Llows | would want to know that we are svi 
t t enern den of having this matter of bank mero 
onsol Lr more clearly covered and brought under sect 


f the Federal Deposit Insurance Act. 
e CHaimoMan. But vou don’t know whether or not thes 


ine troduced, Covel the held thoroughly or whit wen 


Mr. Gipney. Well, the four bills together—there are som 
I would ove we would say that anv one of them woul 


Mr. JENNINGS Yes, we believe the bills probably cover the 
on, but at the present time we are working with the other inte) 
frovernment agencies in connection with the technical approw 
ow it is to be cdministered and handled and enforced, and ther 
be col ferences, | belheve next week, On that subject SO | don't I 
we are too well prepared at the moment to vive any conelusior 

Phe Cramman. To what extent do you think the Departme 
Justice and the Attorney General's office should enter into thi 
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on otf nerger 

Mr. Gipney. [think they are certainly the last word. 

The CHATRMAN. Do you agree with the opinion expressed by 
Martin / 

Mir. Gipnery. | am not sure we have reached that stage he has 
Weare truge! he with # 

The CHatmroman. | wonder, as soon as you have studied these 
you could write a letter to the committee to be put in the re 
Mr. Gipnry. We would be glad to, because we are working «+ 
Phe CHatrrman. And if you could give us your views on the e) 
f the Attorney General’s participation in your operations. 

Mir. Gipnry. Yes. we would cover that. We would be very ol 
We ought toh ive ll by the early part of next week. 
(The information requested is contained in the following: ) 
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Mr. Love. While many of the larger companies in the i 
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er that the broad structure of the industry has changed 
portantly Phis is attested not only by the increasing numbx f 
tablishments but by the fact that after making allowances for 
tion and the growth of our economy, the larger companies are 


portionately very little, if any, larger in relation to the whole 
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erated 


Ll of the eXpansion in the im stry and 


Ol qu tions have bee Intewraty 


a 
We started primarily as weavers 


hing. 

e CHAIRMA sul s still possible to start in as weavers ¢ 
Lavi Oh, ve ; 
CHAIRMAN. Aj ican get your varn, or whatever y 

t. the fiber, from other s stis that meht / 

Mr. Love. Yes; sir. 

Phe CuarmMan. All right 

Mr. Love. In my opinion, the growth of larger manufactur 
textiles has actually not kept pace with the growth of the 
consolidations and distributors at the retail level. 

Up to 7 ors years ago Burlington concentrated almost exelu 

ravol md other man-made fibers. As the war shortage 

ed in the late forties and it became hecessary to move int 
tyling, we found ourselves at a decided disadvantage with our p1 
pal compelition because we did not have consequential opera 

k, woolen, and worsted fields. It should be 

at this point that, volumewise, cotton still is by far the mo 

portant textile fiber used. 

Up to 5 or 6 years ago a great deal was heard about the batt 
the fibers. The vast majority of fabrics were all cotton, all ray 
all nylon, all silk, all wool, et cetera. In a very short span of 
the age of the blends has arrived. Many companies which were 
tified with 1 phase of the industry or 1 raw material fiber are 

I 


in the cotton, 


Using sevel il fibers and more importantly fabrics are being devel 
at every hand which contain not 1 fiber but often 2,3, and 4 ditle 
bers ina dazzling fashion. 

est rayon, ia etate, and Hy lon, we now have dacron, orlon, 
lan, dynel, arnel, and many others, along with infinite variatio 
these basi - 

Phe Cuamnman, What are the principal differences between, 
dacron, orlon, and nylon—they are all made out of coal. 

Mr. Love. Well, they have different characteristics. For exai 
orlon has more bulk. One will dye better, another is stronger, anot 
l dry easier, and another is 

(‘HAIRMAN. Then, there are substantial basic difference 


( ers ¢ 























re manv more maeic fiber 1 the lnboratori for text 


oO} t hae Wiv to prodtetion Qn top of these, we have a 

\ riety of nes fab fhrvistae chieved largely by hew chit 

eV nh hie Ana on top ol all these discoveries has cor 
rediscovery of the value and flexibility of natures original 
He! cotton, wool, Ik, and mohair. Some of us in the tex 
try had almost forgotten the essential values of these natural 


ir eXcitement over svntheth 


(CHAIRMAN. | have been told Heidentlally, not, however, by 
le people—that staple fiber, which T asked you about in the 
ce, might eventually take over the place of wool the manu 


e of mens clothing. What about that / 
LAV Well, Senator, |] am evoing to come to that, and | have 
bits here. 
CiamMan. Allright 
LA V1 but t cannot be Stulaky netually. that invthine is takine 
i 


ervthing is ina state of flux, and T think. if Limay read on 
I t\ expla ti that 
(CHAIRMAN. The porn I wa vetting at wa that the people 


ked to me stated that Chey hed Hone heavily mto st iple liber 


whnufacture of uniforms for our treops and men’s clothing. 
nes of that kind, that they were going mto it on a bie seale 
AN] Well, they were done that some before the war. the 


peted mm suiting fabrics, and now they have lightweight clot 


CHairMAN. But TL understand that it would not do for hens 

vear. Lam thinking in terms of uniforms 

Lave. Well, for heavy winter wear there no substitute vet 
It is of top value for that usage. 

CHAIRMAN. Continue, please. 
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! any tlie Onmiittee cal urely tell w it 
thre othes they are wearing today. Is the shirt 
le of Eeyption cotton, American cotton or ra 

( ( | ay ta combinetion of some 2 


od \ | ot be sure what your wife n 
Cee ae mniorrow, be lise he does hot vet KNOW | 
eC! mself does not know what tomorrow will | 
Dbinations of fabries and tibet 
| ewill hiave to be compet { ve enough and Lit 
ture. oO} le {hint © month ; hotice, Whatever 
the consumer's faney And some will have to ma 


idequate for nationwide distribution and 


Iparens of nationwide advertising, which by 
may well have been displaced by another consu 
cale Opel Wrons Heh as our cun provide 
esearch, the advertising, and the promotion ne 


ind the heavy cost of mistakes. 

pot, Senator, | have brougeht with me a rat 
ire produced by our company 

tarlole a blend Phere | nothing here that 
Wl ravon. all wool, Tt is to show you just what 


reoull the way from shirtings and fine wome 
byl «| ss Witme . Sports clothing. 
I nalient ne tutomobrle fabries and work eloth 


Wi I) ive tropicals ind moharrs, anda at 





her 


( nventior We must be able to adapt our n cl ery 14 
0 md distribute our produets throug channels o 
I} be familiar to the fem rhe tool ! \ { { 
lf of the tim e must be right, or our compet ite 
re ind when we are meht ind | emphasize, wl 
e know there I] be dozei ve uncle to copy 
oO ive had the overhead ind exper four research a 
ene 
(HAMAN. The rayon acetate which s the product of on 
( aye ditherent from the product of mothe i | nt tl 
i Love. The product of one chemical producer of the y Lb 
weaving 
(‘HAIRMAN. Well, that What I mean, that in weaving vo 
ive one source of supply for the entire bolt of cloth or p 
t r otherwise Vou W 1] vet ditferent colored result trom 1 
tofdve:isthat right? 
Lavy If there isd ferent yarn in it, ves, ! 
(CHAIRMAN. Now, does that same thine ipply to nylo 
her synthetics ? 
Av Ye 
CHAIRMAN. You have to have your one source of supply ? 
love. Yes 
( HAIRMAN ly vVeaving the fal eC. i orde to bye wire te ‘ 


( olor 





have a ba hn wook anda 


mer or convertel 


mainly on sjy nt] etics must indeed divet si fy | 


vears ago, to realize that 1f 
in the fierce competition whi 
Fs vd versification of primary material 
products so that it come develop the proper blends and at the 
time average out the inescapable ups and downs and the inevit 
of constmer preferences and caprices, 
thetics temporarily overexpanded and showing the 
f the industry we were especially under pressur 
ke move les are shown as the lowest profit group in I 
‘(Quarter Report of United States Manufacturing ¢ 
he Federal Trade Commission and the Seeut 
ission. For the four quarters of 1954, the 
ar of sales in textile mill products was slightly 
ur company showed on ly slightly better than the 
ately 2.4 cents, W hich is b Vv nO mens a reasonable 
Our stock, as well as other textile stocks, sels t« 
Stock Exchange at considerably below book 
considerably below appraisal or replacement va 
is existed for several vears with some lmprovel 


V1 
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the recent expansion that has taken p ace in B 


by way of diversification bevond syntheties—in 
MAIS, and worsteds fields entirely : ‘ (part from t 


tov ol S vears ago. 

far the largest and most important area of text 
et Burling not close to being the largest producer in this m 
field While vy may still be the largest producers of svntheti Wo 
textiles, our percentage position in this field in relation to the tot 
unount of production is actually lower today than it was 10 years ag 
ind also less than it was 20 years ago. There are no statistical som 
from which meena accurate comparisons can be made, but 
know that in the filament-weaving branch of the industry, which is t 
oldest and principal branch, we actually have less productive facilit 
we had in 1947 when we started our major diversification mov: 
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the Toregoine, ana bree ‘Alise ot our divers 
hership of produc tive facilities may be for the moment 
wUnonhyg the Por 3 largest. n the textile industry. | 


; vest amounts to less than 3 percent of the total industry 
( HAIRMAN. Now, vou mean that despite the size of Burl 


rtOn, 


sell less than 3 percent of the total capn itv of the textile 


Love. Yes, sir. 
CHateMan. All right. 
Love. Even more significant, the number of participating con 
the total textile products industry has tnereased from about 
1945 to about 6.800 in 1954. If the number of establishments 
Is counted, the inerease is still greater, There are no meas 
tferences between the percentage profits pattern of the large 
mall: no significant changes in the broad pattern or industry 
re which has existed over the decades. 
on those figures, my references were America’s Textile Re- 
ind Davison’s Textile Directory. 
exhibiting] is the 1954 Textile Directory. It is the biggest 
ied, and it is supposed to be the standard source 
e [exhibiting] are the other statistical sources. So far as I 
hose have been verified from other sources. 
textile industry is not even closely akin to the automobile in- 
or the steel industry where the price of modern progress has 
oncentration in a relatively few companies. Children’s wear. 
its, and womens’ dresses will never be manufactured or sold 
tomobiles or steel, except in such countries as Russia or China. 
ind fashion in clothes are far too important and for too capri- 
is permanent parts of the magic of our modern world. 
then is what mainly lies behind the story of our ac quisitions and 
ons in the textile field. Pure ‘hases and sales of companies have 
— we for years in an industry of thousands of estab- 
that I have e mph: asized mainly here the broad competitive 
hich have caused us and other companies to diversify. 
er acquisitions and mergers in the industry, as in all other in 
have resulted from distress, from inefficient management, 
bsolescence of equipment and products, and dislocations and 
ons brought about by sudden style shifts. 
ompetitive cost factors have had their effect on the merger 
o. The desire of aging owners to retire from business The 
v of capital in some instances. The effect of the tax laws 
"course, are nothing more than examples of the need for the 
economic remedies for correction of situations, — exist 
le industry more than in any others because of the many 
ints in that industry. To the extent that such purchases, sales, 
ers revitalize and make efficient certain plants, thev not onlv 
Col ipetition but they Increase it. and the V inerease the pro 
f American business against a threatened foreio1 } 


or in the southern section of t} P 1) dus 
ece of property or plant has “nine lin es.” lig " 
runs it poorly and roes out of business it } 


the buildings ire ready to fall down. SO} 
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With 


owned 
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ship to that conipany at 
to cut tariffs / 
one indu try only, so far. and that 

ry, and | just wonder whether you 
the textile industry. 
w of no foreign textile company w 
Ountry, and it 1 


Wily 


orde 


ly ch lias 
very unlikely that they 
e levels are about one-third of 


what IT am eetting at is this. a 
ub dliary. they Set up what look 
actually a distribution sub 

hot 
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particular instance. 


iat sort of thing 
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I know that mm this one industry tha 


country because of the 
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Ns. Well, I mean in comparison—have you compar 
if Dep irtment e (Commerce figures / 

Mr. Lovi "| e Depar ment of ¢ ommerce figures, according t 

our company has handed me here, shows S22 b 
for si sin 1954, which compares with the $20 billion that I Orve 

Now, avs here that textile mill products include cotton, 1 
worsted, wool fabrics, yarn and thread, knit hosiery, and rug 
does not include synthetic varn or staple. 

The CHamrmMan. You said something in your statement 1 
wanted to cet claritied for the record. 

(m IT to understand from some of the things you said in your 
ment that your acquisitions and mergers, plantwise, have be 
protect the company m the changing phases of the textile indi 
in order that you might meet the competition in various combinat 
of svnthetic fabries and things of that kind: is that right ? 

Mr. Love. Broadly; yes, sir 

In other words, if the f: abri ics of the future, as we believe, are oe 
to be of the general nature of these on the table here—that is, bk 
of fibers—it was necessary for us to have experts and operatio 
substantial operations—in all major fields in order to have the b 
ground. 

The app oe h toa blend fabric may be through the avenue of we 
it may be through the avenue of worsteds. You see, there is diffe 
eq ak in each branch of the industry and there are differ 


‘ 


} 


( HnIgues, 

The CnarmMan. That is what IT am getting at. In other wo 
what you did was to diversify vour production to meet the con 
tition by these various acquisitions and mergers; is that right? 
Mr. Love. That was the basie motive, diversification. 

Phe Cratrman. In other words, it would be simpler to acquire 

th some plant and convert it into the new type, rather f! 
mild a new plant, is that it, and you had to have new type 
als in order to meet the competition, is that it? 

Mr. Love. Exactly, and we would not have had the capital, not « 
ne to the depressed conditions in the industry which have exist 

possible to acquire plants or merge with them 
s than replacement cost and oftentimes without the n¢ 
an outlay of capital. 
,even more important, even if you had the capital to build 
if would take 2 vears plus, and then you would have ti 
nd organization and train them. Competitive 
trv have not made such moves feasible in the | 
specialized fields. 
Tell me something for the record. too. 
nber of employees in the biggest plant vou ope 
he higgest single plant ? 
proximately 2,300. 
2 SOO, What is the number in the smallest 


h., perhaps 50. 
AIRMAN. 50 How many States do yvour operations ra 
which vou oor have plants? 
t, T would say, 8 or 10. [ean count them. Ab 
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()Manonery. I was nterested toda 
i¢ Daily News Record, where I 
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isement for Burlington Industrie 


Love. Yes, sir. 


or O'Manoney. And I was particularly 


interested in your 
from H. M. S. 


Pinafore, “skimmed milk masquel vce \ 
really one of the problems that we have to go into in this 
f mergers. determining which 


IS cream and which IS sk mmed 
ind what is 


the result on the general public economy, SO as to 
us to find the place where to draw the line. 

I may add that I looked over some of the fabrics which are 
ay here and I notice the disproportion which woolens repre 
which isn’t too wood for my constituents, 


} 
} 


| Laughter. | 
LOVE. May I draw your attention, Senator, to some of the points 
this statement. 

point, 


itor O'Manonry. Oh, ves; IT will. 


r) 


I hope you will have time to clance over these 


LOVE. This company was, 1 ors vears ago, primarily or almo 
Ve ly 


oT 
( 


in the manmade fibers and the gist of the statement 
(or 5 years ago, in spite of the so-called new miracle fibers, we 
ered that the greatest miracle fibers of all were nature’s fibers, 
ive found that the transition in the last year is that the fabric 
future are mainly going to be blends and that the greatest 
and mission of the miracle tibers is to blend them 
fibers, and most of our diversifications or expat 
of getting into the woolen industry and the WoO! 
ohair industry and the cotton industry. 
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ise of Pacific Mills, can you tell 
‘re for desiring to acquire that company 
isons were very clear, that we had very sma 
otton operations in relation to the total cott 
and cotton woods were becoming very Lh yo 
The major motivation there was to 
I the cottontield and also, and 
in the worsted field in wh 
is one of the major prod 
connection with the acquisition of the Me 
did Burlington seek in obtaining that compal 
vas a case of a rundown company losing n 
vhich we had a great deal of interest and a | 
nembers of that community asked us to take it over and p 
Lhe owners were ready to say “uncle” and made 
the property. On our tender I believe LOO px 


mat kind of products did the Mooresville Mill 

hneton took it over ¢ 

arily cotton products, yarn-dyed cotton prod 
hey make wn finished products for sale, 


S: not garments, however. 


ado you continue to make those items of 


process of deciding which of the pre 


rt of our acquisition there is building space, 


the whole operation. 
not exactly decided what we will do, but we intend 1 
nto types of goods which we are not making today. 
Burns. Could you lst for the principal products yo 
fabrics which vou have already described ¢ 
Well, the principal products we make are: M 
*, children’s apparel fabrics of all types, 
derwear, and that is a bie order. 
‘make industrial fabrics. We make autor 
ch or allof which types are here. 
ind worsted suitings of all tvpes. We ma 


vyoiny 


We make narrow fabrie, ribbons. We make decorative fa 
draperies, curtains. 

We make mer 3 il d children’s and ladies’ hosiery of all ty} 

I would say that deseribing it In a nutshell, but covering a \ 
vast nrea. 

Mr. Burns. What type of products were manufactured by Pa 
Mills at the time you bought your interest in it ¢ 

Mr. Love. Pacitic’s principal operations, as T have told you, 
cots Lp PPL | fabries and worsted fabries, tields we were not 1n 

Mr. Burns. The products that you obtained through your inte 
in Pacific Mills were different from those previously manufactures 
Burlington ? 


Mr. Love. Yes. 
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ide some, | don’t know of any. 
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d one plant on cotton apparel fabs 
dad not compete at all 
nent from anvthine Pae 
Nd those three compan 
Not to mv knowledge. Some 
To Rut nothing that I know of. 
Ns. Do you know whether the three compar 
ehold decorative fabries, such as draperies / 
Vi 1 the be t of my knowledge Pacitic makes ho al 
ul a drapery department which was in liquidation when we 
ind has since been completely liquidated. That was 
Land wool fabrics. Burlington had a drapery depart 
h was mostly rayon and nylon fabrics which did not com 
(roodall, , . 
Burns. Did these three companies produce fabric for 


LOVE. Pac ite produced cotton fabri & for lingerie. 8 ili a 


hced rayon ana ucetate and nylon fabrics. Croodall cid not 


Vv. 


Burns. To what extent were those lingerie products of t] 


es in compet ition with each other / 
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the extent that cotton competes with nvlor i! 

Ns. Do those three comipanies manufacture mate 
ldren’s suitings ¢ 

. thev all do. but of a very different nature 

ted pt ral ly. and Croodall would be the molha 
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the same answer as the questio 
extensive line of cottons for sl 
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ergers concentrate product ve facilitie 
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ttor OM Ney. You want a competitive basis ? 
NANCE. Yes, sir. 
Senator OManonry. And your feeling is that your company 
omipete ¢ 
Mr. Nance. We feel we can compete; ves. 
Senator OManonery. Do you foresee any obstacles to the com) 
that your merger will be able to produce ? 
Mr. Nance. [am not sure that T understand your question, Senat 
Senator OMatnonry. Well, the story as you have explained it t 
largely based Upo) the behef that the public wanted more dive) 
ind that any company which confined itself to the product 
fitted for one field, was not traveling down the road 
that Packard had its difficulties because 1t produced Oo 
priced field. 
you wanted a company with diversification to apply 
etbook as well as to the big pocketbook. 
Principally to get the economies of manufacturing, 


itor COYVMaionry. Yes. 
Mr. NANC} Phrough this route of interchangeability which I |} 
expressed 
Senator O’Manonery. Interchangeability of parts; that is right 
Mr. Nancr. Now, it will take time to achieve that advantage, of 
nee we have only been merged some 8 months, we ha 
achieved very much of those ultimate benefits, but the pal 
ublished. We simply are trying to fit into the pattern. 
O’Manonry. In reaching your decision to merge, you we! 
eed that the opportunity for competition existed ¢ 





P 1 
recause all of the compat 
> 


xd up until 1953 


a large extent you justify the merg 


i 1 2 
oaker on the postwar mere handising ll 


} 


/ 


a full-line antomobile company 


operate wicce sfully over 


anew company 
| would 


put ti 





»a Statement t 
Three wave the 
1] tecrated prod 


> 11 ] 
pect to Packard bod 
) 


that plant from Chry 


he busi 


\ 


l } 
wr the hod 1 


Ml 1\ I ask you this question, 


cr. No. not at all. 
OoMan y (continuing). How many automobil 
ed by Briggs before it was purchased by Chry 
ust two, Senator, the Chrysler Co. and Packard 
tor O' Manoney. IJ see. 
] 


| wipe? 
} ( nen 


ith 


N 


ors 
1 
NO] ' 


the wu hase was 1 made and you were not nv 
We were faced with the problem of getting as 
ONSHIps with the Chrysler Corp. were ver 
nt to make bodies for us beeau e they felt t] 
ld not because they would in that way 
at our body stvles were COIng TO be, cul ad so fort] 
and, they did £0 alone and carry us, conti 
after their purchase of Briggs, until sucl 


io 
er the plant and tool it up and get it arranged t 


oO 


‘(VY Mattonry. You leased the Briges plant 6 
nce. We leased the plant in which our bodies had been 1 
we leased that from the Chrysler Corp. 
NEY. You have not built a new plant? 


<3)" 
| 


r OManonery. And you cdo not plan to 4 
Mr. Nance. No, sir. 


menatol 


“S] 


O’Manonry. Thank you. 
Mr. Burns. Is there any reason why the plant has not been ] 
han leased, which puts you to some extent at a 


advantage 1 ise at some future time Chrysler would not wish t 


chased rather 1 


new the leas 





a ‘| he Nn WOU 
\ advantage Wit! 
rials from them ? 
Ne To the best of mv knowledge, 
nad quality from the sources that are availa 
INS, Would Vou say that despite the mereer, 
lla comparatively nonintegrated compat 
At the moment we are not an 


ne to brine that about. In fact. the rea 
tT t 


a manufacturing standpoint could not 
tool a brand-new body. which would probabl 


integrated 


No company 1 the tutor iobile indu tr 
I l loes not have to buy : 


the SETS 


vour own and ot ( 
company to compete, 
, 


WO rece 


for some of those Vv 


Well. Mr. Burns, I certainly cannot loo 
you what the future is going to bring. 
answer you by Say 

IONS Ul derw ay 


ng that at the 
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\ for hav c 
possible to have 
ine of cars ¢ 

The pattern of 


=e Tie dealer 


f 1 ! 1 
you can have a ceaiel 
there sa su fli lent pote 


‘ j ‘ 
hess aha 0 


mull town, then there 
smaller town of those 
<0 n tnat case whit 
ox, if vou were @iven two tran 
live Perc kara and Sti debaket In a 
‘k at all the prospects in 
ttee has heard from represe 


overnment charged with en 


Antitrust Division, stated 
“wide it the heart ot it) 
ind Mr. Tlowrey, 
stated: 


wo statements by thes: 


cle nying th: 


e 7 
auton obile 


t » 6 companies. 
have been directed toward remaini 
factor in the industry. 
| you say that the oreat size of General M 
titive disadvantage to your company; 
olven it competitive advantages? 
k that is a very, very difficult quest 
that I would not try to answer it, b 
ving the iivantage of size in terms of 
hink. of how that size is used. 


is volume of business over which to leve 


‘ 


levelopment, tooling, advertising, and ove! 
in economic advantage. It is a question of 
sed. 
’o vou think that some of the line now owned b ty 
ld be operated successfully if they were spli 
panies owned them, and different stoeckholdet 
over those lines? 
ell, I do not think that necessarily size is the 
to what would be a sound economic unit for « 
sonally of the opinion that the percent of ind 


some of iheir relative or their respective lines 


I 
than adequate to support profitably a cor 
1 


| would ke to trade with Someone 





to | 
marketing problems 


which would have to be 
ital factors as manufacture. 


! i dees} 


rout t | © aquestiol 


d merger now Yr: 


OOMATIONEY. 
that the 
E. That is neht. 
itor O'Manonery. And t 
of the des » survive. 


correct 





~ 174 alo ‘ if 
you to stay in the business, 
hould be done about size ? 
vou can certainly rest assured 
I 


se] itor (YM \HONEY. I do 


not want the record here to sh 
qadanever at the 


oO moment of going down swinging. 
o hieht for an even larger market, I take it 2 
mE. We are making our plans and fighting accord 
ins. Do you think it is possil le to fix a standard for 
optimum size in particular industries, and then 
eeking to exceed this. size to show that the iner 
lly Ol economically justifiable ? 
wok. Mr. Burns, I have given no thought to that pr 
inswer that I would give you on that would be sim) 
ression, and I would certainly want to give that on 
as I mentioned before, I think there are many, 1 
it would have to be considered as to what would const 
ound economic unit, and I think that would vary by both 
es and by companies, depending a great deal upon their hist: 
mattern, what the status of their facilities was at the moment 
and then, of course, as I mentioned before, | 
vely a matter of how that strength is used. 
Senator O'Manonry. Well, has it been used, to your knov 
to the disadvat tage of the small] companies and that. of course, 
question about what you had in mind in making a distit 
ndependents and small companies. 
But, let us begin with the first one. 
Mr. Nance. Well, I think this, Senator. as I said before: I t 
has been established and it is here, and we have to 
nd it came into sharp focus in 1953 when automo! 
in supply and, therefore, you went into a ln 


iW 


i lot of th 


] 
it SIZ 3 | 


l 


? 
ia 
? 


nk that is the essence of the problem. 
or O°’Mantonry. I do not believe you rot my question. It 
intended to find out whether, in your opinion, size was a ma 
factor in bringing about the conditions which made it necessary fi 
the small companies to merge in order to survive. 
Nance. Well, Senator, as I mentioned in my prepared st 


Mr. 
think there were certain underlying forces at work i 


sel 


r 
, 


lal 


vere recognized by some companies more acutely I 





family o1 
company deteriol 
NANCE, That was hol 
itor O’Manoney. No. 


Yperrence, have any reas 
ibout the bad ‘condit on \ I 
trem elves ¢ I do hot Say the exclusive factor, : 
Nance. Well, I do not think there is any denyin; 
because if you have sufficient size, Senator, you 
roin of error than 1f you do not have the s SO 
be completely unrealistic if I did not agree W th you that tl 
L\ivantage 1n s1Ze. 
itor O’Manoney. All right, Let me approach it from anot! 


if view. You have spoken about the cooperation 


d with the ( ‘hrysler management after Chrysler purchas 
os UO. 
NANCE. Right. 
ator O°’Manoney. It would have been a very d sadvantageous 
to your company if you had been denied the use of that unit of 
rigos Co. ¢ 
NANCE. That is correct. 
ator O’Manoney. If you had been compelled to build 
to manufacture bodies immediately ¢ 
Nance. That is correct, Senator. 
itor O’Manoney. So you had very generous cooperation 
Mr. Nance. Yes, sir. 
lator O’Manoney (continuing). From the Chiry 
this spirit ot cooperation to be found throughout the 


, ‘ 
sier ( 0, 


¢ the various companies ¢ 


NANCE. To the best ot my knowledge I would have oa 
>on that, although I can only cite you this one instance of 
rience, 
itor O’Manoney. Well, is that cooperation a 
dustry works or is it just the result of indivi 


attern by 
] 


| 
| 


1 
ual Tel 


ng executives? 
Mr. Nance. Well, I can only answer that from a very limited e: 


e, Senator, because I have only been in the business a short 1 
ian 8 years. 

Ow of several instan es W here there have been eV idlences of coop 
on. For example, at the time the transmission plant of General 
rs was burned, you will recall, and they were completely out of 


uld to make 


ection on transmissions. we offered to do W hat we ce 


missions for them. 
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n but we did make the offer: a 
if we were caught in that same b 
hat for us. 

And that is not to be taken as any evid 
ent” amone the leaders of all the comp 
market that each one has is limited 4 
all. 

ir making that offer it was just done in a neig! 


yet 


LQT tlie 
tor O'Mantonry. So that your picture of the automobil 


l neighbors and good competitors 4 


Ni At least that has been my experience thus far. 
() Maroney. All right. 
. It is been claimed that oreat volume siles made 
vast advertising of the big automobile compan 
er acceptance for items which are undesirable ai 
the bulk, size, and emphasis upon powe 
e to comment on that statement ? 
Well, Mr. Burns, I do not know as T would agre 
lat statement because, in effect, what you are 
put it this way: 
reg irdless of S1ZO, I do not think any company 
the market that they did not feel was 
nuiblic because in the final analysis the p 


n. if vou were to place a limit or Say that a vol 
ntroduce an innovation, that, in my opi 
I can only speak for our own 2 compat 
In the industry that have a finer record, 
but there are no 2 compan s that have a 
kard and Studebaker for manufacturing innovat 
the industry. 
in you tell us how you caleulate your price to t 


That is done by very careful studies start 
hat we have to be competitive. 
our prices are determined by competition, 
an evaluation of the values offered 
n, and then we arrive at the prices 1n 


spoke of your economic plight being worsened 
your defense contracts. 
under the present Government procurement pri 
lependent manufacturers are being hurt by favorit 
the oe manufacturers ? 
ner. Well, Mr. Burns, I certainly would not deny the « 
advantage that would come to any company which had tl 
| volume of defense business added to their reoular busint 
nentioned, we are again accepting it as a status quo and a 
i real effort and a reason to feel that we are making progre 
ng these combined companies as a contractor in the d 


] 
> 
I 





ness because, a ! tioned, we feel t 

ie company plus our record and our resources 
er to the | nited ost ites Gover! ment. 
URNS. We realize that you, us ah executive 
is you found them. 


ibcommiuttee 1s interested in studying whether 

re desirable in the effect they have on competitior 

ted in any suggestions from a company such as yours t! 
ie disadvantages in determining what the policy 

by wav of legislation or 1n suggestions to the execut 
) they should attempt to carry out the congressio 
pect to mamtamnne competition. 

ere any suggestion that vou could make with re spect 
cht be desirable hi procurement policies hn ordel 
equitable distribution of contracts to the compat 
such as yours 4 


Nawon. Well, Mr. Barna. of 


not know anvthin 


pretend to be 
Go, ot rse, nbout the inne 
vernment’s ce fe} se poli eS, 
I. if | } } - 9 lar ) ? , 
L laVvinkan, if may offer a laymans Op Into RK 
* this country is e1 titled to other factors 


14] ] 
me, although we seek to get the business o1 


| personally not in sympathy with too much o 


of Studebaker-Packard Corp... w 
fabricators of metal 1 the country, not to be \ uppl 
program, is not good for the country, and I a 

ien I Say that, because in time of emergency 
nd yet we would be at a very great disadvantage 
ervice to our country that would need to be rendered u 
umstances, if we are not kept in the business and kept al 
opment, il d enabled to keep a hard core of skilled tec] 
kmen that are familiar with do neo that kind of work 
vr O'Manoney. I might add to that, Mr. Nance. that the 


on of plants in the nuclear bomb age is also a factor which 
never be overlooked. 
Nance. That is right. 
tor O’Manoney. If the number of suppliers and of plants ca- 
f producing the defense material needed is reduced too much 


] 


t 


ed at all, the geographical distribution is necessarily reduced, 


iwerial technique and know-how is reduced, and the Gover 
om the point of view of defense, naturally suffers. 
that was the reason why during the conduct of the war 
tive policy of the Defense Establishment to dist 
efense contracts as po sible. and I think it 1s more 
in it was at that time. 
Nance. Well, Senator. just to augment my last 
n through 2 wars now as an industrial mar 
ough tooling up to make defense goods in 2 
e Korean war, 
tor O'Manoney. Off the record. 





that reg irdless of the facility 
have the know how, and if you han 
how, you can expand very rapid 


) 
] ] . “y 
ie@ along, and vou deta 


ind bung 
» difference between being In thy 
re of skilled workmen making 
ve months in the accelerati 
n emergency. 
“you are called on for an emergency 
months floundering around, and 


ho has those skilled technicint 


i! timerger Statute cloes not h Ve Al 
ces, and in the enforcement of the law 
| the Federal Trade Commissic 


the reason that prompted your company to 
’ Justice for the kind of limited advance cl 
ove ¢ 
I would prefer to let Mr. Blythin answer that qu 
Would you do so, Mr. Blythin ¢ 
uN. Lam not sure I can give all the reasons. 
de advice in the matter and were advised tf » O 


ld say, Mr. Burns, it is probably due to the fs) 
cally can come under the Sherman Act as well 
d that the Department, of course, has broade) 
e enforcement of those acts and, therefore, any clea 
the Department js a broader clearance than by a clearance ¢ 
Federal Trade Commission alone. 
Mr. Burns. You mean the clearance would give you some ass' 
he a criminal prosecution under the Sherman A 
Mr. B v. That is correct. 
. That 1s all. 
‘Manoney. Let us go back to this pricing problem. W 


it you have to take into consideration in pricing 


Well, of course, vou start, Senator, with your 
timate your cost is going to be, on a particular item, 
you arrive it what would he your desirable selling 
ow you a re isonable profit, and you arrive at youl 
ng price, desired selling price. 
uirse, you have to weigh that against competition 
point of value to the customer. 
Lol O’M AHONEY. Well, before we get to your desired St 
you must have taken into consideration the volume that 
ate Vou Cal sell], 
Mr. Nance. That is rieht. We start 
Senator O'Matronry. And the cost of getting the raw materials 


1} 
] 


vetting the sk and pay ine the labor to produce that volume. 
Mr. Nance. That is done at the time you start to design the « 
ch may be 2 years ahead. You estimate how many you w il] si 


ven mod Lb cul cl based on experience you have your estimators f 





(PO ManHonry. Well, d 
re to come to the con 
triment by whi 


| 


1 the 


CAF ' Lcompet 
Well. | suppose, 


rue, if your volume, on thi 
O’Manonrty. Why do yous 
Wi ll. realist eally 
onsideration, and th: 
producer was selling was givin 
r words, let us take, for example 
s assume that the rated capacity of a faci 
and that if you could make a 
Wo was making 2.000 a day. if 
facilities, then he would theoreti ally 
ept overhead, and SO forth. 
you got down to that point, it 
ow profits, you see. 
(’Manonry. Well, that is hypothetical, I 
reversing the picture on you. 
Ford, they have the production lines whi 
m9) 


1 are capable o 
Qo inv more cars sometimes th 


; than they actually produce; 
ré 


Mn) o| t be that 


] 
Woul 


The big compan 


nck. That varies by Seu 


: son, yes: so do we. 
r OYManonry. Certa nly, t is true in big 
product on to maintain pi ce and it 
CR, That is right. 


()Manonry. So cannot t] 


N 
e 
e little outfit out of business ? 
NCE. Well, | alii SI 


tation of it. 


rO'Manonry. Well, that is the dilem: 


ire if could be. senator: 


‘ wh 
Wak Whi 


| to Members of Congress in support of the ar 
rporations should be limited. 
ral kly. | must confess for the record, Wl le t he 


it | cannot fail to realize that the growth of the ec 
vhich argues against limitation of size because. 
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ha wit omparatively full employnir 
proadening market. 


ho constitute that market should have the 


produces the lowest price and the best 


hat, do you not ¢ 


N( Yes, sir. 
O’Manoney. That is all we are studying here, how 
bout: and we think that we ought to receive answe! 
ndustry, as well as from Packard and Stud 


| hope my answers might have been 


Ney. Anything else? Thank you very mi 
loved your presentation. It has been very 


» subject of our hearing tomorrow, and congloi 
Phe Borden question will be heard tomorrow. 
will stand in recess until 10:30 tomorrow. 


mon. at 2:50 p. m.. the subcommittee adjoul head, t 


» July 1, 1955, at 10:30 a. m.) 


ttee 





{ STUDY OF THE ANTITRUST LAWS 


FRIDAY, JULY 1, 1955 


UNrrep STATES SENATE. 
SUBCOMMITTEE ON ANTITRUST AND Monopouy 
OF THE COMMITTEE ON THE .JUDICIARY, 

ibcommittee met, pursuant to recess, at 10: H) a. 
ite Office Building, Senator Joseph C. O'Mahoney 
Ct: senator O'Mahoney (presiding). 

sent: Joseph W. Burns, chief counsel; and 

ounsel. 

oO! OM AHIONEY, Tl e meeting will come to order. 


Ih) 


ve the opportu ty this morning of heal Ing a statement 


eodore G. Montague, of the Borden Co. Chis 


7) 
t! 


our study of e growth, expansion, and 
ons doing business throughout the country. 


| be very olad to hear from you, sir. 


MENT OF THEODORE G. MONTAGUE, PRESIDENT, THE BORDEN 
ACCOMPANIED BY JOHN WOOD, COUNSEL; ROY W. WOOSTER, 
E PRESIDENT, FLUID MILK AND ICE CREAM DIVISION; AND 
SEPH 0. EASTLACK, GENERAL MANAGER, FLUID MILK OPERA- 
NS, THE BORDEN CO. 


\MIONTAGI E Thank you, Senator. 
your permission, I should like to read this statement 
tor O’Manoney. Would you mind at the beginnin 


Pinning | 


record the names of the gentlemen who are with \ ¢ 


Montacur. Indeed I will. This is Mr. John Wood, our co 
s Mr. Eastlack, one of my colleagues, and Mr. Wooster, 
y colleagues. 

ime is Theodore G. Montague. I am a nati 

d have spent my entire business life in the 

started with a small evaporated milk plant 

ive been president of the Borden Co. 

here at the invitation of your committee, extended through 
Kilgore. (ny information which I have whic! 

ie committee is available to you. In this 

sketch certain facts which seem to me to be ne 


I 


t} 


nding of the matters of mergers and acqu 
dustry, and by the Borden Co. 

» outset, | think it will be helpful to oive vel 

of the dairy industry as a background 9 

v's policies and operations may be properly viewed. 


amalnst 


» 99 
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unique in the large number and 
of supply. There are approximate] 
¢ farms. In 1954 these farms produced abo 
on pounds of milk having a farm value of $4,116 millioi 
The number of dairy manufacturers, processors, and dist) 
ilso large. According to the best estimates available. ther 
ountryv some 500 est iblishments for making powdered hi 
manutacturing case eoods, by that I mean 
76 | milk. around 1. SOO cheese facto! 1es, and 2 ol 
butter. In addition, there are some 18.000 
ne units, 15.000 manutacturin 
ly 3,000 for wholesale, and aproximately 20,000 milk pr 


i 
O! dealers. 


r for retail and 


Senator O’Manoney. I wonder if you have among the re 
report which shows the aren over wh 
take place. 
We operate, Penator that is 
ve some operations in, I think it is, 33 Stat 
im, and some operations in milk distribution in 23 State 
> itor O-Manonery. What I should like to have is a 
| \ Lhave bs Some of the companie which have come 
rts to their stockholders provided maps 


yy onernte,. 


rt 


* : i ; 
vVhich oul distribution operates ¢ 


In which the production and distribut 


Olin Mathieson yesterday in one of its pul 
on of stockholders grave a lap of the world. 
nd production and manufacturing plants. 
you start out with 3,500,000 milk-producing fa 
he most interesting things about the dairy ind 
thine more local in all of our economic life 


vy, dairy production and dairy distributio 


king of a cow. That is wholly withir 1 st 


of transportation and communication oe 


tem changed and developed, all companies, all 
d across State lines and became more an 
ations, until today American compal 
nd international in their aspects. 
Important if we are both in Congress 
d the nature of the problem with which 


tant that we have a real picture of the ext 


Ir. Monracuer. I cannot give you that at the moment, Senato1 
be very glad to supply it to you at a later date. 








MANUFACTURING 


OR PROCES 


Kankakee 


Waterloo 


HEMICAL DIVISION MANUFACTURING PLANTS 


Kernersvill 


Springfield 


Philadelphia 


4] 
sSeattie 


Browntown 





= Show 


owns 1 


. production by States 1 
allable from the Department of Agriculture. 
these figures are available fron 


ites 1n. 


cane, WC © hae ) 


; omething here of | 
ferest to vou, on that subject, Senator. 
here 4 list of the St ites and th 
n various States. which was in 
4. LT will be very glad to leave this 
I will just quote you 


wbout 


tteae 
a few salient States: if vou woul 


vy particular State, 1 will mive vou that. Phe 
rom asmall of $3,000 in Montana to as hig! 


state of New York. 
me of the other States in wl h you m oht be interested 
_ $3.4 million: Connecticut, $9.7 million; Ilinois, $42.8 mil 
chusetts, $2.3 million: New 
S7.5 million: Wisconsin. of 
1.6 million: Texas, $46.3 million. 


d not leave out Wyoming, but we do not have any operatio1 


as $109 million 


Oo 


Jersey, $17.9 million: Pe 


course, adairy sta 


tor O’Manonry. We still have a few local dairies 
though there are 


Vionracuré. You see 


1) 


, it is pretty well widespread. 

iis would be indicative, Senator, very indicative 
e! yt ll require, ; 
yr O'Manoney. IT should 


{ 


not overlook the fact that 

lley we have a wonderful cheesemaking establishment w 
al in scope, swiss cheese, by the way, better than in Switze 
I 


\ ' 
VION 


GUE. Lam sorry we do not buy some of it. 
tor O’-MaHoNEY. Now, these figures that you have been Oly 


«or 
bi 


ent the payrolls you have in these various States 4 

MontTacuE. No: they represent the amount that was spent by 
den Co. for raw products, dairy products, and in some in- 
some other products. But the total Borden business of raw 
. What sugar we buy, what ingredients we buy, and ou1 pay 
these respective States. 

itor O’Manonry. And the milk you buy? 

Montacvet. The milk we buy. 

tor O’MaAHnoneEy. I see. 


milk, the payroll, and what other ingredients you buy ¢ 


Montague. The milk, the payroll, and what other ingredients 


itor () MAHONEY. Well, nothing could emphasize more the 


] 
iis 


cope of the business that you carry on. 
Montague. Yes; but it is varied. 
itor O’Manoney. Qh, yes; it is varied. 





TRUST LAWS 


you will see, from $71 million in Wisco 
as an example, 
EY. Yes; to 86,000 in Montana, and zero j) 


(nd zero in the valley. 
Maroney. But still it is national, is it not? 
INTAGUE. Zero in South Dakota, but it is so small i 
‘that we, our purchases in - 
NEY. Let us get the figures for New York. W 
Lie they ¢ 
Mr. Monracusr. $109 million. 
Senator O'Manonry. Texas? 
Mr. Monracur. $46 million. 
Senator O'Manoney. California ? 
Mir. Monracur. $35 million. 
Senator O’MAnoNrEy. Now, that is——— 
Montracur. That includes payrolls and ingredients as 
chases. 
or O’Manonrty. But it shows the national Impact on thi 
nol if the operations of your company clearly, ao 


Mir. Monracur. Well, I would assume that we would be cons 
it least a seminationa!] company, Senator; yes. 

Senator O-ManHoNrEy. You are national in everything except 
harter. 

Mr. Monracur. Our what? 

Senator O’Mauonry. You are national in everything except y 


charter. 

Mr. Montracur. The what? 

Senator O’Manoney. The charter, the charter of the corporati 

Mr. Montacur. Yes. am not a lawyer. We are a Delaware 
New Jersey corporation, senator. 

Senator O’Manonry. No doubt about that now? It is New Ji 
not Delaware / 

Mr. Monraccr. It is New Jersey. 

Senator O’Manonrey. Do you have any subsidiaries? 

Vir. Monracve. I am correct, Mr. Wood, am I not? 

Senator O’Manoney. Do you have any subsidiaries? 

Mr. Monracce. I beg your pardon ? 

Senator O’Manoney. Subsidiaries? 

Mr. Montacur. Corporate subsidiaries ? 

Senator O’Manoney. Corporate subsidiaries. 

Mr. Monracur. Yes: we have a few. 

Senator O’Manonery. I am not going to lead you olf your statement 
by question ine you now, but would you prepare a more complete stat 
ent of this aspect of the business, and submit it to the committ 

Mr. Monracur. Yes: delighted to. 

Senator O’Manonry. Thank you very much. 

Mr. Monvracur. We have a great number—lI say a great numbet 

we have the largest number in numerical terms in our gubsidia 

so-called, whieh are simply name-protecting or trade-mark protect 

companies, We have very few operating subsidiaries, as such. 
Senator O’Manoney. Then let the statment show the operating 

companies, the name-holding companies. I will not use the word that 
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sons Tor thts. ‘lui milk is pet shable 
Ice cream requires cont nuous retrigerat 
{ he ppe 


neces aS Manv other Tood itenmis can. 


e product 


trong 


TION ot both products. ‘| nere are 


by local consumers. ‘These, among other f: 

growth of both industries alone local lines. 
closed i y. Unlike the manufacturers of prod 
re larve outlays Ol capital, we have an industry into 


. } } ml , . +} 
hniryv is relatively easy. here is ample opportunity along tne 


requ 
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COW TO kitchen. for risk ip Tal, both laree or smati. The 
‘quipment requ red for the processing and distribution of 
manufacture of ice cream are far simpler and far less 
requ red in most manufacturing industries. One 


(I 


! 1? 
yr Utie 


he tremendous growth in recent years of so 
freezers al d soft ice cream anc froze. 
ho produce their product with very little capit: 
rectly to consumer. This hew development In 

IS Changing the « onipetitive picture quite mate! 
ther important fact about both the fluid milk and ice cream busi- 
the tremendous number of customers for whose business the 
turers must compete. W hen you realize that fluid milk ar d 
i are sold in literally hundreds of thousands of grocery stores, 
mublie eating places, and other types « I 


con ter tioneries, ) 


itiets, and that fluid milk is also delivered to the homes of m 
f consumers, it is readily apparent that the market for these 
ts is one which insures opportunities for limitless competition. 
itor O'Manonery. For what? 
Montracur. Limitless competition. 
e are the facts of life as to the fluid milk and ice cream bus! 
wide dispersion of sources of supply, relatively low capital 
ements, and a tremendous number of customers. As a conse- 
e, there are a great many competitors in manufa ture, proce 
a distribution, and there seems to be no d ingel of a concentra- 
ch would impair competition. 
itor OMe Hongy. Would you amend that statement to include 
entence that you used above in the second paragraph on page 2 





IST LAWS 
about the fluid milk industry . “These 


pect that ought to be included in the statement 
as to the fluid milk and ice cream busines 
racur. I am perfectly willing, Senator, to add t] 
uid milk aa | ice cream: they are essentially local busine 
‘nator OManonry. I thought you would. I thought it « 
here b iuse it 1s one of the interesting facts of the dairy 
ih cipation in it, your company’s participation 
ion, a corporation operating nationally, cont: 
| businesses in most of the States. 
NTAGUE. Well, their markets, and their supply a 

Senator O’Manonery. Oh, sure: their markets and supply ire 
of course 

Mr. Monracur. And the labor supply. 

Senator O’Manonry. And the raw material and the labor 

Mr. — iGuE. That is correct. 

Senator O’Manoney. You know, in order that you may unde 
wh I ask that question, tel me point out that frequently there is 
cism of (ie yvern ment being too big: that Government, the Fe 
Gsovernment, Is ace aad of interfering too much in local busine 
local affairs, and I just want to emphasize through your test 
that business sometimes moes into the local area. 

Mr. Monractr. Well, essentially that is true of many other t 
yusiness, Senator. 

Senator O’Marronry. Of course, it is not peculiar to yours, not 

Mr. Montacur. It is part ot the development of the American ¢ 
omy over the last 60 years. 

Senator O’Manoney. That is right. 

Mr. Montracur. I should like to emphasize that we do not, 
sense of control, we do not control these local markets by any mi 
Senator. if you were using the word that way. 

Senator O’Manonery. I did not mean that. 

Mr. Monracur. You meant operating in the local area. 

Senator O’Martonry. So far as your own particular plant 

tablishments are concerned, you control them. But so far as } 

hasing the milk, you enter the market, I sup pose, as anybody e 

Mr. Monracur. Just like anybody else, precisely. 

Senator O’Marronry. I suppose that isthe ease. 

Mr. Monracur. But the word “control” I wanted to 

Senator O’Mantonry. Everybody is afraid of that word. 

Mr. Monracur. Well, I am, too. 

There Ss no uniformity as to the type or s1ze of the compal 
engaged in these businesses. Some concerns supply either fluid 1 

cream, others both. Most operate locally; some cover wid 
gional areas. A few are looked upon as so-called national 
panies. But none of these distributes to a national market in the sa 
Sense a do the makers of automobiles, cigarettes, specialty food 
corn flakes. 

As an illustration of the local character of the fluid milk and 
cream businesses, the Borden Co. has fluid milk processing plant 
23 States and ice cream manufacturing plants in 33 States, each p! 
serving only a limited contiguous territory. In virtually all 
States there are substantial areas which we do not serve. In many of 


Mi 


| 
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r, our interest 


me from fluid milk 
ints; about 16 perce 
iesserts., 
ales of milk product 
country’s milk pro 
lk and manufa 
roducts. 
tT the Lor 
i policy of decent? 
dice cream business. 
e1onal districts and, 
al plant managers. 
cll d suppl ers, employ loea 
ind supply local customers. 
nst this background I come to a d 
enumerated in Senator Kilgore’s letter wit! 
tory of u ‘quisitions by the Borden Co., nar ely, t | 
which promoted the acquisitions, the means 
hev have been finay ed, and n Vy views as to U! 
tent of competition in the various markets concerned 
ist point out that in keeping with our policy of decentralized 
on, acquisitions of fluid milk, and ice cream businesses are 
negotiated by our representatives in the field, principally our 
L Ol recional cl airmen. The larger ones are brought to my 
on, however, for executive approval, and I have a general view 
nature, purposes, and effe ts of our acquisitions, and of course, 
miliar W ith the policy which underlies them. 
principal business reason which has prompted us to acquire 
sets or business of another corporation is to extend our opera- 
nto new geographic markets. Closely related to this reason 
desire to make available both fluid milk and ice crean 
et in which we have previously offered but one of those products. 
question nay be asked why the entry into a new market is 
omplished solely by internal expansion. I should make it 
that we do encourage internal expansion. Each method of 


pment has its advantages and disadvantages. Local co1 


ine the course that we take. Sometimes the purchase route 
only sound one for reasons such as these: Local conditions and 
mes local laws may require processing within the city limits, 
ulre use of a local milk supply; yet the volume potential, in 
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¥ De imsufhie ent to 1 
iddition i] plant econon 


Cal 
nent an organization of loca 


local conditions and inteorated w 


‘asons for acquiring dairy bu 
nenting on the reasons \ 
les. Many fluid milk « 
, mess, which are not « 
» existence. Old age. death, and taxe 
) hes built up “a SUCCES ful busine 
to succeed him and 1s fearful of hav 
holding no proprietary interest in it 
he sale of at least a portion of the busine 
tion of value as well as loss of family control 
tuated come to the Borden Co. with offers for the 


Yr Ot acquis hions by our company, the fact 
‘quisitions have been so small as to prese 
In cnses where the businesses have been bi 
have been paid out of current working fund 
the sellers have preferred to receive stock « 
d treasury stock has been transferred to them 
il stock issues on our part. 


thy effect of our acquisitions upor compet 
I 


1 
realize that the acquisitions we are cdiscussi 


do not approach either singly or in the aggre; 
amounts that are commonly involved in aequ 
industries. I am told that in the recent 
» Commission on corporate mergers and acq 
that in the aly years following January l, 
than 100 corporate acquisitions in each of 
equired was worth at least $10 million. During 
I have been president of the Borden Co., we have 
ued tion coming anywhere near that magnitude. Du 
period covered by the Federal Trade Commission’s estimate, 
Tour acqu Ito! taken together would amount to only about 
lat naure, 
| that our acquisitions have not had any advers‘ 
nd that there is no hkelithood of any und 
iness in which we are engaged. Our compet 
ne small, are numerous and active and healthy. 
you will find anywhere more vigorous competitior 
( Vi hich we serve, Such extensions of our | 
accomplished by acquisition have served to pt 
! mpair, this competition. 
O’MAHONEY. Let us discuss a little bit the local 


problem. 


hh 
emphasized the importance of local management wit 
ding of local problems and local conditions. How 
pel dent are the local managers 4 
Mr. Monvracur. We try to carry that, Senator O'Mahoney, 
far as we can, with the exception of matters of oredt policy 
leave them a wide latitude. 





ld you a 


\ q f that policy aspect ( 
\MIONTAGUI ; woul 


ld be glad to do that, Sen: 


»| } ne 
il Sum OF mol 


is going to amount to a substant 


is president of the company, know about 1t before 


IN 
L 


ited. If it was something of a very minor nature, I would prot 


now about it. 


, 1 have a list here—perhaps you would be } 
ll the acquisitions the Borden Co. 
which the amount involved was over $250.0¢ 


e are only two there that amount toa million dollars. 


is $1,467,000, which is pretty small as acquisitions go, I 1 


l 
nas] 


ii 


OT a 


YY) 


1] . 
ll realize. 


it as a matter of policy, I might 
S15.000. We have had them down as low as $1.600. 


itor O’Manoney. An acquisition of what / 


not know oft s ill ons 





nracuEr. Well, I think 
O’Manonry. What would you get for $1.600 ? 

In that ease it would be a milk route; it 
nted to get out of the distributing business 
milk and sell milk; and L think, if I remem 

he had a truck and a few bottles and a few 

it from him and bought his milk ? 
vWoNEY. And that was wholly within the ju 
ager ¢ 

That is right. 

Ney. How far up would it go, mn S16! 

. Monracue. The largest one 1s $1,467,000. 
. ator O'Mationry. Negotiated locally ¢ 
ir. Monracur. No, no. 
Senator O’Manonety. I meant, how far 
Mir. Montracur. It might go up to $50,000 to $100,000. 
Senator OMauonry. You have no special rules 4 
\ Montracur. No. 
nator O’Manonery. And these acquisitions are for what gx 


E. Largely geographical expansion. 
ay , el ~tnat with the advent of good r¢ 
rigeration and the advent of many of the imp: 
20 years, that these communities are no lo £ 
ed as they were, 
Senator O’Matrtonry. That is true. 
Mr. Montacur. So that the advantages of these new inventions 
ues have extended the marketing area of probably 
ul the United States. 
itor O’Manoney. There is no question about that. oa 
you are now mentioning have resulted in the closi 
isands of fourth-class post offices throughout the 


Mr. Monracue. That is right. 
Senator O’Manoney. There are not nearly as many post offic: 
» United States tod: ly as there were at the beginning of the cent 
body would deny that the collection and delivery of ma 
the whole, or at least up until 1953, was better than it ever had 
before. | Laughter. | 
Mr. Monracur. Well, our mail service is pretty good, so I ca 
make any comment on that. 
Senator O’Manonry. But I mean, it is the same—— 
Mr. Monracur. It is the same development. 
Senator O’Manoney. The same development that is going on, 
all of it tends, first, to larger businesses, nationally operated, 
| headquarters and greater activity by the Federal an 
ment in what seem to be local affairs. 
Mr. Montracur. Well, Senator, in my judgment, from looking 
it sole ly from an economic Sti andpoint, I do not be lie ve We C oulk . 
had a1 rything like the tremendous increase in the standard of 
of the American people if these developments had not gone on. 
Senator O’Manoney. That is probably true. 


ations 
national 





preside! I 


tor O'Matnont 


Montacvur. Well, vou are 

ou are dealing with people. 

tor O’Manoney. That is true. 
Vion’ AGUE., And we have occa 101] S. 


} 


ere omebody does somethin y that we 


ere 1 no W Ly to stop th it in humar J 

ere are petty tale safety rules for exan pie We 
000 trucks, we try to enforce very vigorous safety 1 
itor O’Manonry. Are they written ¢ 
Monracur. They are written. But ] 

some people do not follow them. 
itor O’Manoney. Naturally. 
Monracur. What was that ? 

tor O’Manoney. That 
Montacue. But you have th 
tor O’Manonry. Well, do yo 
VMIONTAGURE. | that is about 
tions as to the amount, for instance, 
for capital improvements without authority. 
tor O°’Manonery. And what is that? 
Monracue. $3,000. 

or O’Manoney. In other words, the 
loment on expenditures less than $3,001 
Monracur. That is right. 
tor OManonry. But al 

Except as he subr 

tures, al d once that is ipproved he can 

tor O’Manonery. I was going to say that 

vuld have to be supervised, I assume ¢ 
Monracur. He may have an item on his bu 

it the beginning of the year which Is m 

oO ahead and spend that. 
itor O’Mantoney. Once it is approved ? 
Monracuet. Once it is approved. 
itor O’Manoney. To what extent now do you think 
geographical expansion that you have had in mu 
nracur. To what extent, Senator 
tor O’Manonry. Geographical. You said that 
nary objectives. 
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1! |] on ‘ he popula 
product on that Vou have? 
ir products are available to 1 


ntiry 


1! k SO. 


‘emember that 


not give the 
Since you have made the comput: 
the country’s milk production, do 
milk production is? 
estimated by the Department 
lion pounds, — . 
billion pounds? 
Now. that is for all 


} 
| 
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that the 10 milliot 


"M Aq INEY. he sales ? It Is much mreater tha 


AGUE. nat 1 rioht. 

itor OManonery. What company is the largest seller? 

MONTAGU] I think the largest in the dairy industry ¢ 

itor OManonry. Yes; [am talking solely about sales of 

NTA | I think the largest company in the dairy ind 
the National Dairy Products. 

itor OOManonry. What would you estimate their percent 
be 4 
Mr. Monracur. Well, I am just guessing because I do not 
ould you like to have me make a guess ? 
Senator O'Manonry. I do not want to force you into a quess 
ight be one of those matters - 


Mr. Monracur. I think you can get it from them. 
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it the wl 


ipital nvestment. 
STAGUE. Hither way 
() MAHONEY. Would you « 
PAC Ki. We have never ma 


ent on Our sales. 

itor O-Manionry. How n 
Monracue. ‘Three percent, 

itor OManonry. Three percent 
Monracur. 1 think last 
itor OOManonry. Well, of course, yout 


year W 
in your capital investment dollarwise ¢ 

Monracurt. What is our capital investment? Is it our balance 
heures ¢ We could not replace, menator, our p! ints that are on 
ilance sheet for some $120 million or thereabouts. i 

they could be replaced with four times that amount. 

itor O'Manonry. Of course, 

dous capital gain; lit 

higher than it was. 

still, as long as any individual or any corporation is rec 
fit on the amount of money actually and originally put in, 

the Chased, 


| operating sul stantially with 


Plant thus pul 


measure of profit is the percent ot capital investment, I think. 
Mir. Monracuge. Well, I know. But, Senator, these things have a 


dency to wear out, so that 





naturally 


Llow lone has it been that / 
nk the last 3 years or so. Before it ¥ 
NEY. All meht: $2.80 a share. What per 
centage would that be of the sales in the con 
Well, [ can give you that exactly ; I eu 
na my chart here: 1.6 percent. 
(nd what percentage of your capital 


year, of your outstanding capital 4 
it do you mean by capital, Senator ? 
y. Why, the total value of the outstand) ( 
\"\ ell. let me see: our total Value of our outstal 
| ] 


o t\hborhood ot S300 million 


rmLaTit of a vidends pi 


Was $12.1 million or $12.2 million. 


‘Manoney. That is considerably more than 1.6 pe 

GUF. But you asked on the sales. 
YMEATIONEY. Sure. 1 wanted to show the differe: 
on les ind profit on capital. 


] 


Protit on the va ie of the capital we have r 


ina the market Valitle is about OO. 1 


So you must acknowledge that the percent 
ired by the value of the outstanding stock 
measured by the sales. 
Oh, yes: I do not debate that at all. 
; I wanted that clear bee 
n computing the profits that are n 
commodities of this kind. The pa 
tupon the small 
whole food industry is a very low pro 


Per dollar of sales: exactly. 
Phe American consumer gets quite a break in t 
\HONEY. That does not mean that a company eng 
and distribution of food does not want to ex} 
ya area. 
\Iy aur. That is right. The minute we stop growing int 
ry we are gvoing to stop the standard of living from going 
~ itor (YManonry. And the minute the country stops growing 
1] De id ror us all. 
Monracur. That is right. 


\Ty 

Senator OMattonry. Therefore, Congress has an interest in tr 
o promote the growth of the whole country and the interests and 

onomy of the individual as well as of the corporations. 

Mr. Monracur. I agree with that. 
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ent way. 


proport on of the HE qu 


ve come from the de 
because of the fact there 
nd for the reasons that 
NTAGUE. Well, Sen: 
to you. 
or OMantoney. We 
VION TAGUE. It is very 
lf of the acquisitiol 
¢ them; and mostly 
ement. 
tor O' Manoney. Th: 
Montracur. I ean 
wr O'MATIONEY. 
MonTAGUE. We bought 


nevitable. ixe 
vant to convert 
more liquid. 
the cases. 
r O)Manoney. Mr. Burns. do you h: 
Burns. Yes, | have some. 
ong have you been with the Borden C 
Monracur. I have been with the Borde 
. Mr. Burns, practically all my busine 
tor O’Manoney. How long? 
Montacur. Al! my business 
Burns. You are familiar w 
o becoming president in 1937 7 
MoNTAGUI Well, not too mu 
Luse I was not in an executn 
Burns. Well, some of 
te to a period with whi 
hy, you can so state. 
Monvraacuse. I came to New York with the B 
urns. I see. Well, perhaps, you cannot a 
will put it to you because I think it is basic te 
npany’s operations from its original product 
lerstand that prior to 1927 Borden’s operat O Co 
of the manufacture and sale of condensed and 


Montacur. That is not right 

Burns. That is not true? 

Montracue. No. 

Burns. Can you tell us what other products 
Monracur. Well. the Borden Co. in 1925 wa 
or of fluid milk in New York and a very large dl 

ilk in Chicago, as an example, and I think, in Montreal 
i. substantial factor in the malted-milk business. 
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OF THE ANTITRUST LAWS 


ie material they start with, wher 
develop new products. 
Phat is our case. — 
d others where the acquisitions are really u 
No, we were, I presume, one of the largest fa 
Interesting development. You must bear 
ur whole chemieal division does not do S30 
pretty small out of the total. 
idhesive market when it was animal det 


tl advances in the industry just forced it 


some amounts of casein sold for paper ¢ 
iat kind, but it has not the broad gwenera 


d like to show vou 2 list of recent acqui t 


we have taken from Standard & Poor’s M 
ose Inserted in the record. 
eferred to follows:) 
ACQUISITIONS BY 


Chicago and Ottawa 


1of W. F. Straub & Co 


i Co., Greenville, S. ¢ 
, Anderson, 8S. ¢ 
7. AgO 
cs, Ine., Philadelphia. 
u manufacturing and distribution business of Blue Ridge 
t ith plants in several cities in North Carolina. 


Co., High Point, N. C. 


roducts Co., Raleigh, N. C. 
Cream Co., Inc., Louisville, Ky. 
»., Gadsden, Ala. 
of Sancken dairy enterprises, with headquarte 
gusta, Ga neluding 5 dairy companies operating in 6 southern 
owbrook Dairy, Santa Cruz, Calif. 
co Dairy, Watsonville, Calif. 
le Dairy, Tucson, Ariz. 
Dairies, Inc., Orlando, Fla. 
Dairies, Pensacola, Fla. 


Machinery, equipment, and goodwill of John W. Harms’ milk processing 
distributing business, and property of Savannah Ice Cream Co., | 


, With plants in three Florida cities. 


(excluding plant site) of Schaffer Dairy, Inc. 
Ice Cream Co. 
of American Polymer Corp., manufacturers of vinyl, butadier 
acrylic, and methacrylic products, with plants at Peabody, Mass 
liopolis, Ill., and interest in companieg in Toronto and Sao Pa 
(Brazil) 





Seal Dairies, Saginaw, 
ker Mayflower Dairy Co | 
y Ice Cream & Milk C Hot 
ity Milk Co., Meridian, Miss 
Creamery, Jackson, Miss 
an Ice Cres ‘o., Tupelo, Miss 


Burns. Would you tell us if this appears 
icquisitions since 1945 4 We have here a ee 
from which we have take n that list. 
\MIONTAGUE. | could not make th Sa pt 
i completely correct one: no. The first 
945; we no longer have any interest 
Burns. You say the pharmaceutical divis 
en liquidated 4 
\l INTAGUE, Lig iidated, and 
in} 
Burns. How long did the Bor 
at Straub? 
MontaGue. Oh, 2 or 3 years. We fou 


)s 


I recall it, enzymes of some kind. I can 

il description of it. We found that that 

| some of them in our own other products, but we fow 
bat ir facilities and our te chnique and our knowl coe 

n ted | in comparison to others that we just dropped it 
. Burns. Didn’t the management or the technical e1 
ib Pharmaceutical Division come with the company, 
Monrageur. Yes, but they were not as good as 


we 


be. You know, big companies make mistakes as well 
That is true of the first four you have got on that 
Mr. Burns. You mean that includes Forbes and Armstrong? 
Mr. Montacur. That is right; and you must bear in mind these 


re not—these were very small in terms of money; very, very small 


L 
juisitions. 


Mr. Burns. Now, in 1947 you acquired Durite Plasti 

Mr. Monracur. That is right. 

Mr. Burns. Do you still have that ? 

Mr. Montacur. We still have that: yes, sir. 

\ir. Burns. Can you tell us whether that—— 

Mr. Montacur. Durite Plastics makes mol Sis powder and mold 
¢ compounds for various types of industries like the floor-covering 
dustry, the molding industry for radio cabinets and things of that 
nd; and that was a step, in just what I told you a few minutes ag 
trying to get a broader base for our chemical division to stand on 
ther than just the woodworking industry; and then that business 
is not very large. 

Mr. Burns. But that business is unrelated to the business of pro 
icing and distributing milk and cheese products. 

Mr. Montacur. Oh, yes; but it is not at all unrelated to th 

ss of our chemical division which we grew into from our 

cistence in the casein field. 
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1953 vou acquired American Polymer | 
Mr. M racuE. That is right. 
\I s0 RN \nd this list shows the type of products th 
! vou acquired it. 
\"\ if nterest es thie Borden Co. have in those 1 








pal 


\i \ oN I | VV 














tell you exactly why we bought t] 
] ny. Wi bought that company to get four men, that Was t] 
nal 1SOl nd we bought it to broaden our base a little bit 
t CLIV on than we were already in. so we could ret 
erving the rubber industry and the shoe industry and the pa 
dustry, as well as the molding industry and the woodworking 





but principally to get four men. 





™M 131 RN J Yo tho emen also have anvthing to do with t he 
tion of the Durite Plastics now 4 , 

Mr. Monracur. Do they have anything to do with it now / 

Mr. Burns. Yes. 

Mr. Montracur. Yes. 

Mr. Burns. You were looking for men to run that division / 

Mr. Monracur. We would not have bought it if we could n 
rot those four men, and the only way these men owned most 
Men are more important than anything else in business. 

Mr. Burns. In 1936, 1 believe it was, the Borden Co. was reo 
ized and became an operating company, taking over the busine 
four subholding companies and subsidiaries held by those comp 

Can you tell us whether that is approximately what happen 
that time? 

Mr. Monracur. Yes; and the reason for it, as I recall it, 
the dividend tax went in, where you had to pay a tax on intercorpora 
dividend 
















































































Mr. Burns. Now, prior to 1950, when the antimerger statute 
amended, the statute did not prohibit the acquisition of assets of a 
petitor, but only the acquisition of stock. Do you recall that pr 
to that. time your company followed a policy of acquiring only ass 
when it acquired companies in areas where it was already compet 

Mr. Monracur. Well, I know of no stock acquisition, Mr. Bu 
There m ly hlave been some, [ just do not recall one, l think probal 
the large part of them were assets. In some cases, you must reme! 
ber, these are not corporations, they are partnerships or joint ventul 
of individu ils: they are not corporations at all. 


Mr. Burns. And you would have to purchase the assets in 
/ 






























































Case * 
Mr. Montacur. Yes. 
Mr. Burns. Do you have operations in foreign countries ¢ 





Mr. Monracur. Yes, sir. 

Mr. Burns. To what extent ¢ 

Mr. Monracur. You mean the countries ¢ 

Mr. Burns. What countries and then what type of operation / 

Mr. Monracur. Well, we havea plant in England making the 
general chemical line we make here. We have—let me see if I can g 
around the eireuit. 

We have a plant in South Africa making powdered milk. We ha 
one in Holland making powdered milk; we have one in Australia 

Mr. Burns. In each case are those wholly owned ¢ 



























































but while we are 

is the motivation fol 

Monracur. Well, let u 

CLIO} Ol thve rey 

have been very, 
\ 


eXDANSIO] of belie 


dl bye better Lo have Some loc al part! eC) 


how Turnished DY us 
company 
Now, wit! 
was the Borden Co 
ddan interest in the plant 
rv. Monracur. Not in thi 
enses to export or 
throughout the work 
lars here, Mr. Burns | 
trade. You nnot 4} 
oe, and you cannot pay Ame! 
o the problem of be he able to CO! 
ars that an Ame 


severe one. 


npossible. 
BurNs. With respect to the food, the } 
extent to which an \merican manutacture! 
foreion country finds that in order to really do bu 
maintain a market which he spent some effort it 
to have a plant or to have a partnership with 
intry. 
Mr. Monracue. Well, I do not think that—no, 
it. I was thinking the question was more economi 
ything else. 
For instance, you can produce quite as much in Holland today 
Mr. Burns. Powdered milk in Holland? You can produce 
Mr. Monracur. Powdered milk in Holland today at much | 
the United States today. 
Mr. Burns. What would be the motive of the American manuf 
rer to go into Holland, having ¢ plant there in that market, 
e or with a Dutch firm ? 
Mr. Monracur. Well, do we want to disband all these foreig 
we have got and throw all these people out of work? 


ship American products out there at American costs 



































































































































l 


























a 










































































li? 




















f 














t 





de 





ili 




















che 














17 


















































St 


























1 
otne 


be 


think of wool or cotton or some of those things. 





\I 13 | itis what I am trying to get at. How did 
es there, if you did not have any imports? 

Mr. Monracur. That pro duct is not sold in Holland, as an es 
[ L\ e sold in the Middle East, in the oil portion of the 
ist I ive portion of which ~roes there to the Middle Ea 
he cost ef producing an item like powdered milk in Hollan 

ch ie er thal n the United States. They are about com 
o what they might be in New Zealand or Australia: and you 
ther give up your Near East or your African markets or yo 
ive to produce it from places that are competitive. 

Senator O’Manonry. Which began first? You had the mark 
pplied from the United States ? 

Mr. Monracur. Well, only a very limited one, Senator, bi 
Iring the war. of course, all tré ide was practically shut off 


rough the Brit sh Min Stry ot Food. 
~ itor O’ MAHONEY. Well, in answer to one of Mr. Burns’ qui 


ou said, “Were we to give up our markets ?” 

Mir. Monvracur. Yes. We were faced with the necessity of 
ing foreign production or giving up or having some body 
way trom us. 


Senator O’Manonry. Before you got the foreign productio: 


il exported American production to the foreign market; had 
Mr. Monracur. Yes, and Canadian production. 

Senator O'Manonery. Well, you had exported from North Amer 
Mr. Montracuer. That is right. 

Senator O’Manoney. To the foreign countries ? 

Mr. Montacur. That is right. 

Senator O’Manonry. And then because of the developments 
itional developments, changes in the international eco 
tT re 


Mr. Montracur. That is right. 











Senator O’Manonery (continuing). You found it necessary t 
to production in the 
Mr. Montacur. That is right 


Senator O'Manoney (continuing). Foreign country; is that 


was / 


Mr. Monracur. That is right. But this market, I should add 


vy) 


eC] thing so that relatively it is not confusing, the market for p 
| whole milk grew very materially after 1940. It was infinit 

* small before the war. 

Senator O°’Manonry. What was the cause of the growth of 

‘mand for powdered milk? 

Mr. Monracur. I think the same thing that has happened 

nited States, the increased standard of living throughout the wor! 

tter communication, better education, all those factors 

It is still not a big business, Senator, I mean, in the sense that \ 


Ter 
] 
tl 


Senator O’Manonry. Well, is not the consumption of powde: 


milk promoted by conditions which do not largely exist in the Unit 


ates ¢ 


Mr. Monractur. You mean climatic conditions and things of t 


kind ? 


Senator O’Manonry. Yes. 
Mr. Monracue. That is very true. 






r OPMAHONE) 
mMIikK SUpPplles t 
ps ‘t that right / 
VIONTAGI EF. hat - 
tor O’MAHONEY. 
Monracur. The sale of 
lk in this country, 
tor O’MaATionry. 
neo from Canada 
not get fluid milk. and the) 
ons which made it unprofit 
North America, you built the powde 
Montacur. That is right. 
itor O-Matronry. And e! 
Montracue. That is rig] 
tor O’MaAnioney. 
Holland back into the United Sta 
Montracur. Not an ounce. 
senator O’Maitonry. Or from any ot] 
\ir. Monracur. Not an ounce. 
. itor O' Manonery. Was any powdered 
|, for example, when you started t! 


Montacur. By other people? 
nator O’Manonry. Yes. 
Monracur. Oh, ves: ves, indeed, Senator. 
Senator O"Manoney. Any other American compar 
: 


\ir. Monracur. Not that I 

Senator O'Mationry. You were a pioneer thet 

(merican companies are concerned 4 

Mr. Montracur. That isright. I believe so, al 

an absolute fact. 

Mir. Burns. In either Enela rv Folland, 
of those countries ? 

\ir. Monvracur. We have none in Holland: 

d now. 

Mr. Burns. Did you have one in Holland previously 

Mr. MontracueE. No. 

\ir. Burns. England is the partner also in the milk business, or was 
partner in the milk business, powdered-milk business, before you 
ed the partnership ¢ 

Montaacur. No: our business in Eneland, M1 
ire a little confused—has nothing to do with foods: 

{ adhesives. 

Mr. Burns. No; I thought it was powdered milk 

Mr. Montracur. Powdered milk is Holland. 

Mr. Burns. In what. other countri ao you have nowdered milk 

ints ¢ 

Mr. Monracur. We have 1 in Venezuela, 1 in Colombia: 

oint interest in 1 in Peru. 

Mr. Burns. I am interested in the ones in which you make have a 

nt interest, whether in any case the partner was in the powdered- 

lk business before you became a partner. 


now oft. 








Vir. Mon t nik most all the 


se mstances we bi 











ount sWwhich produced it 









ntrroducing the product at that t 
Vir. Mon bE. We were introducing the manufacture. 














of no powdered-milk plant in 
















































































Mir. Mon GUI \) y factor whatsoever, As a matter ¢ 
by y of the so-called surplus is quite a headache at 
= ( } 









That is quite true. 

















rea in Vv eh Thre plant is located 2 
\Ir. MONTAGUE. 
Vir. Burns 














| know of no such instance. 


























the public from Borden’s 











ot the facilities? 
Mr. Montacur. Well, we think that the advantage 
Borden products is a great advantage. 



































it over é 
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existed at the time you took it over ? 














ards of bacteria count, many things. 














tions that you have made in either the fluid milk or the 




















of those particular facilities ? 
Mr. Montacve. Well, in a sort of general way. That 
difficult question, Mr. Burns. In a sort of general way; ye 


Mr. Burns. We 












































it is pretty difficult to pinpoint down that you did X, Y, 








{ think in eve 


tor OO Mattonty. ‘That is not the problem of your 


ry 


Line ¢ 


Ver 


Lor 4 it Uhat. I know of no plant in Colombia befor 
int \ Puli Now, | am not an authority on those cou 
There may have been a small operation, but I am not awar 
Mr. Burn lo vet back to the domestic area: to what exte 
( ind growth of your company been due to your abi 
dl pose of what might be called the surplus fluid 
Ol] ( e and other dairy products? 
\Ir. Mon GUI { do not think any. 
Mir. BurRNs. You do not think that has anything to do with t 


of fact 


time 
self 


Can you state whether in connection with any o 
aACQtuis C10! mn tie fluid milk field, there has been any advantagt 


of g 


reTtl 


is. WwW, in connection with the acquisitions of 

cx to (he) products for the time being In connection Ww 
f the acq tions of either producing facilities or routes, does 

’s obtain control of the entire production or distribution 











ICL ¢ 


{ ti 


taking over the management and Ownel 


Mr. Montacur. Yes; but the equipment may not be up to our st 


proce 


iS 


S 


a 


or L: 


Mr. Burns. Well, is the product any different after Borden tal 


Mr. Montacur. If it was not up to our standards when we boug 
we tried to get it up to our standards just as quickly as we coul 
Mr. Burns. If we are talking about fluid milk, would not the stan 
ards be pretty much regulated by either the law or the conditions t! 


} 
A 


Mr. Burns. Can you tell us whether the result of any of the acqui 


= 


foods such as cheese have resulted in reducing the cost of canes 


Vel 


, has the - of the products sold by those facil 

es been reduced as a result of Borden’s acquisition of the facilities 
Mr. Mows AGUE. “We ll, that is again a very difficult question, 

Burns. Prices are very largely fixed by competitive conditions and 


M 


t} 


niel i¢ \ o icq 


MontTaGcue. Well, if you wil 
tions, Mr. Burt Ss, have peel 


ecause most Ol 
tin territories 1n 
Burns. Even if the pi 
quisitions by Borden’s 
trv resulted in any direct 

ed prices ¢ 
VIONTAGI E. Well. that 
t 


SAV In some stances, 


Burns. The reason for tl 


MIONTAGUE. You must remember 
Senator pointed out, Mr. Burns, 


ereasing costs, and a period of sul 


where there might have been reductio1 
ibilitv to have accomplished reductions 
ther 


cult 


ed labor costs or i creased costs ot 


no control; so it is a very, very dit 
lof aquestion. It would be purely hypothet 
d be given to it. 
\ir. Burns. Well, I will ask a broad qui 
to make alv conime t that vou wW 
tudying these mergers. the subeomm 
ne what the real effect of a contu 
pany has on the public inter 
re 1S economie Justification 
ere a company becomes 
tification is that there 


AvTe ] assed Ol) 


the ease of a con )) 


.. throughout the « 
should Su 


ohout the e 


the case of WM pProvine 

hen it takes over, evel 

iced to the consumer, t re may 
Monracur. Stable employment 
Burns, Stable employment ; 

[onTAGUE. Stable quality. 

Burns. Perhaps improveme 
it appears to some people t! 


rile company to control to¢ 
it it might be undesirab 
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mr 50 percent of the 
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assure you, Mr. Burns. that we w 








to determine What advilitacves, econon 


C ons provide to the public: and that 
het wr VO have heen able to reduce CO 






oOhsumer, or what benetit does The consunt 
1 sense, the first part of the general public we look at, ga 





| Ol ( ( Oo. exte ding Its Operations ¢ 
Mr. Monracur. Geographically ¢ 
3 RNS Yes 


Ma VIONTAGUI Well, I think it 1s those very factors that 










mentioned to you. Mr. Burns. Furst. an assurance of the 
( Lilt ontrol able employment on the part of the people wi] 
TO! probably some small spread in the per unit advertis 
because of a wider dispersion. 

In no market do we have a concentration of the busimess a1 
like t figures vou mentioned. I think, as a matter of 
tin tes competition in those new geographical markets 
L ( pany like Be rden’s come In. 





We are not es entially any ditterent, if you can look at it.) 









s pt 
iTerent ex imple, than a store might be that has a 
one town and vor and opens a store in another town. 
Mr. Burns. Does your present size give you any advantage 
wious Market areas Nn whi h) you operate, 1h} purchaing thre 


products 4 
Mr. Monracur. Not from the farmer. 

Mr. Burns. Can you tell us the total number of the people em) 
bv the Borden Co. ¢ 


Mr. MoNnTAGUE. (bout SLOOU. 


Senator O’Maronry. I was not quite clear, from the answer 








~7iven to Mr. Burns, as to whether the Compan plans to eX 


its chemical operations or whether it 1s goin 


¥Y out of that 
the business. 


Mr. Mi NTAGUE., We hope to expand it if We Cah fina men to 
We are so small, Senator, when you consider our size compared 
the chemical industry, Carbide and Du Pont. 

Senator O’Manoney. Yes: I noticed you spoke of the non 
lines as small divisions, chemical and special roducts. But i 
sponding to Mr. Burns you mentioned some of the industries that y: 
serve with your chemical products, including the shoe industry 
the paint industry. What others are there 4 

Mr. Monracur. Well, the woodworking industry, the mold 
industry. 

Senator O°’Manoney. Yes: that is where Durite is used? 

Mr. Montracur. Yes, but we have such an infinitesimal share of t 
market. 

Senator O’Manonry. May I ask you something off the record ? 

Mr. Monracur. Yes. , , 

(Discussion off the record.) 

Senator O’Manoney. The chemical industry is utterly differ: 
from the production of milk and cheese and ice cream and other fox 
food products, is it not ? 

















dustry at 

racur. Well, : 
Indu try you are 
th a oreat broa { by 
related to adhesive 
tor OManonry. Well, 
snow not as important 

MIONTAGUE, Right. 


itor O’Manonry. You 
eeded oil for your oft 

med that ? 

Moonracur. That 
yManoney. You 
v, but you are seeki 
Monracur. That is rig] 


itor O'Manionry. And vou alread 


to! 


{ 
ntiall 


{ iy 


itelv. a large, comparatively 


Vor dy 


VOrKINGg I istry, for the mold 
int and the like, as vou have just deserib 
r. MonTrTAGUI No. not i large part for the 
il part of what they use. 
or O'Manoney. IT mean fre 
is compared with the other 
Monracur. No, the other 
hes of that industry. 
nator (POManonery. I am 1 


ur emical operation S now may col 
our total output. 
.Montacur. That is right: that is a 
nator O’Manonry. We are agreed on t 
[r. Montacur. That is right. 
itor O’Mantoonry. And I] 


nitesimal portion of t] e] 
; | 


\ir. Montracur. That is quite rigl 
tor O’Manonry. Sure. But 
. Montacrr. That is right. 
nator O’Manoney. And TI am 
he committee why the Borden Co 


qaqucing firm should he inte rested in try rt 


Mr. Monracur. Well, it 
tion, Senator. 
Senator O’Manonry. That ha 
Montracur. An element of d 
are, and competition is very 
other parts in the chen 
iat we are now In. that we 
ent, become competition for some of 
emical industry, with a comparatively sm: 
have now got. ; 
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y. Now, when you speak of diversificat 
( oO to do to process, to produce fluid milk, to 
ey ‘ real ~to make powdered milk, to make 
t i} «| all ( { these other products ot the (| 
. "es 
ing into an industry which has no 1 
( rv business’ Why do vou need 


VION TAGI Let me trv to explain to you, senator. | 

a! e ever gotten nto the chemical busine 

ithesive business. We would not start « 

( tl business, if that is your question. 

\ ir Pee n there and HAaAVInNGE substantial nvesthie 
the chemical business historically, beeause of ¢ 
isein, It asa pertectly natural move that we would {4 

thie theties came along, and try to keep and 


( [ il old type of business. 
r O'Manonery. In other words, vou were led into tl 


fact that casein was a source of mate 





Is rieht. 
Qo Manoney. And when synthetics came in and cut « 
order to maintain and save your investme? 
Monracve. That is right. 
tor O Manoney (continuing). Why, you went into 





Mionracur. That is right. We 





tried to follow the 












Maroney. Why have you gone beyond that? 


E. Only by broadening the base. We have not 
! ple. but we have broadened the base. becaus 


ey lly one industrv that was a customer for wv 
N we have gone into other products. 

tor OManoney. I can understand perfectly your des 
Vou! pital m this chemical industry, which was tou 


e casein. product of milk. 
Monracur. That is right. 
() MAanoney When that ceased to be an effective aoe 
ng adhesives and whatever else it produced. 
ifter you have recovered your investment, assuming that 
t st be your desire to expand your chemical busin 
ne ONLY reason so that we will have a clear understan 


en us of what I am driving at, I am trying to find out wh) 


not atready in it. Lo vou see what | mean ¢ 
ator O’Manonery. Yes: I do. 
Mr. Monracur. But sometimes you have to make moves in b 


Co} mal a eT ory oe 


waged in one line of business gO into and ex] 
itterly unre] ited line of business. 
Monracus. Well, I think, senator you have to differentiat 
d vou, I would not vo out and buy or | would not recomme 
r company go out and buy—into the chemical business it 


ness as techne logical advances and things change: you have to n 
moves to get into fields other than the one in which you were 
torically. because some of those things just evaporate. 

Senator O’Manonery. Now, your testimony, of course, was that 


uly have gone out of this sardine and fish oll business 2 











(yM HONEY 


Wwauired | 


VIONTAGUE. That 
tor O' MAHON] 
MONTAGU I} 
rv O'Manonrey. |] 
° } t not / 
VOonracurk. We st Ope te two s 


1 Tie { 


tor O'Manonry. Well, do you intend te 
‘ / 

VION TAGUE. 

itor OM 


OAnado ray 


. MonrTAGve. | e dog 
itor O-Manoney. Wel 
Montracur. We ha 
itor O'Manoney. 


/ 
Vou aquired 


Mon ‘GUE. That 
itor O'MATIONEY. 
lso dow food 

VMIONTAGUE. That was 1 : 
ey made a type of detergent, 
itor OMAnHONE) 


} Ws1Nes 


tor OMaiont 
Montracur. Oh, > 

itor O'MaHoNry. . 
Montracur. Most of t 
ator O'Manionry. To | 

. Montacuet. Yes, sir. 
nator OManonery. And t 
r. Montague. That is liqui 
itor O'Manonery. That 
Monracue. That is right. 
itor O'Manonry. What remains then o 


or}yt 


the date whe this mart, 1940 t i 


committee, derived from information 
to Service and Standard & Poor’ 


x 


\Ir. Montracur. Well. as a matter of 


cine, the 


irdines, the pharmace 
hot n the « nem en division at 
. We still operate the soybeal piants 
these they have got Forbes Laboratories, 
ecial products clin Sion, which has 
ve been liquidated. 
Senator O°'Manonry. Yes: we 
e that was remaining was the Du 


Mr. Monractur. We st 











(MAHONEY But vou are still talking ibout ex) 


il bu ‘ 
\Ii \I N { We Ope to yes. 
~ () Manoney. Is it through Durite / 
\I \ION ( E. No, through the Borden Co. chemical division 
irite PP CoO simply a Givision of our chemical divis 
“~\ () \IAH NEY. Well, have you recovered the capital tl 
{ e other chen al Operations ¢ 
Nit Mio \ E. | would not call the sardine COMMpanyv a 
Senator OManonry. | would not either. 
Mr. Monracur. W! other one were you referring to / 
Senator OManoney. Well, I would think pharmaceuticals 
omet he having to do with 
\] MIONTAGUI No, we have not recovered the capital ; that 
1 eCHhntly Lost. 
= tor OO Manonety. And the lines in which vou wish to p! 
{ t you have mentioned for the shoe industry, for th 
| | l pa Cimau try 
\\ you do To paint, for example? 
Mr. Mon vr. We make a resin that they put in paint, the n 
of } it adds to paint. 
tor O Man y. Well, vou do not ret that resin out of a 
Mir. M Gtr. Oh. no , 
= itor O MAHONEY. So it Is altogether ndependent of the 
= it not 
Vir. Monracur. That is right: so is the coffee business. 
Senator OManoney. Right. 
Mi. MONTAGUE. Y< uw dao not vet otfee out of » cow. 
s tor O'Manoney. And you are playing a very prominent 
( et il CoS. 
Mir. Montacur. We hope to. 


r () MAHoNrEY. I see some thing about it on television ali 


{ our own opinion about the ownership, management, 

0 er 1 group, 1 corporation, of industries Which at 
emicals and milk / 

Vonracur. Well, I would disagree with you in our case, S 


()\EAHONEY lama KINng youa question, sir, I was not n 


nV J mment at all. It was just a question. 


lr. Monvracur. I do not know whether I am qualified to ans 


O’Manonry. Let me say this: You undoubtedly know 


r f 


story Ot the development of the corporations in the Un tf 


tes een) ly adavs 16 was the rule that a corporation had to vel 
rter Trom the State legislature, and the State le 


rislatures alwa 


sisted that the cor porations should engage in only one busine Ss. unt 


perhaps, about 70 or 80 years ago under the theory and practice of 


] 


some States like Delaware and New Jersey to grant charters to son 


ompanies engaged in nationwide business, where they conceived tli 


(edu 


of letting them have anything they wanted to do. 


he Del iware arter and the New Jersey charter were designed 


] 


ractically blank checks to the organizers of the corporations to do 
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Vion Uk. An hy yu 
itor CY Maron But it pr 


it@ vi 

ne these questi 
COOK a ( 

ieveloped, Whe! 
nterferenes ’ ( 
terfere e in lo 
roing tO adjust t 
Montracvr. Well 
ocal affairs by 


itor ( 


tid, CO 


| ‘ 


HONEY. 


Oy ] 
] +} 
ti al 
} af} 

{ { 
“Ee Th) 


(OVE)! 


Well, 





OF THE ANTITRUST LAWS 


out the Federal Trade Commission and 
dso forth and so on. You have heard 
ion of the Department of Justice, the he 
ere you are sitting. the other day, and told 
if Justice denied the request of tl couple oOo} 
while, at the same time, it oranted the reque 
Mpanies to mervge, 
ny Judge Barnes, our questions were not 
re merely designed to develop an understanding « 
e are living. and it is changing before our ey 
Phere is no question about that: and 
\nd that is why I asked your opini 
ise you are the executive of one of the very 


GY locally, ad stributing locally, and you oy 


Wi Senator, do not see anv har 
ie lessening of competition or the labor fore: 
the farmers involved in the supplying of 

ot from mv vantage pone, I could not tel 

y those Groups: I do not know of an 

company formed to handle dairy p 

into the chemical field, 

vo otf into a tangent. st a ‘ 

various subsidiary items. 
rAGUtI \ tO me, It Seel | ke ul perfectly hatural 
() Maroney. All righ 


We have progress, and one of the oreat 
y men’s minds stimulated. Prog 
industry, Senator, by just drea 
t. and a great many of these t 
ears of development to come to fruit 


generally benefit the consumer and t 


Well, I think vou fellows do a lot of di 
difficulties have vou encounter 


Would you recommend any chanat 


do not know as I quite understand 
antitrust laws ? 


} SO) to?) 1) t } 


ator O'Manonry. Yes; in the antitrust laws or any other 
ave to operate. 
the various States satisfactory ? Are the 1 
Do vou find any impediments ¢ 
E. I can only think of one thing, Senator, at the me 


ey! } 


phasize to vou we try to stay within the law as we 


sfactory ¢ 


Senator OMatronry. I have no doubt. 
Mr. Monracur. And although we have been indicted and 


1itted 
QUILLTeG 





? 


trol over interstate commerce. 





fields 
merger 


LoOrmat 


‘ a study of a number of other 
es and industries which we feel it is necessary 
resume public hearings soon after the adjourn 
ongress At that time we will call witnesses to pr: 
1} 


umber of subjects which are now under consideration ‘ 


ems of distribution practices, such as price discrimina 


} 

prop 
ve dealerships, problems affecting foreign trade, and the necessity 
d the present long delays in obtaining decision 


} 


eedures to avo 
trust questions. Further hearings will be held on other s 
subcommittee staff 


‘ 





earlier pe 
ers Ihe 


tion when 


product 
amount 
ew 
many sma 
Opp 
a ! I 1 the social i ‘ which I 
sified rather than weakened competition Moder 
reased the number of choices open to ht 


© automobile has beer 1 potent foree in intensifvit 


+ 1 
vers 


*s. In the horse and buggy days there was an independ: 
ically every hamlet > faced] no real eo petit 





as 100 percent 
orporations 
oft the SOW 
eriterion is used the results 


and sma nanufacturing corpora 


orporations grew faster than the 


xed idea or obsession in some quarters that merg 
ase in the size of the largest companies relative 
ind thus intensify industrial concentration. Sever 








make 
isively that this 
In Mareh 1951 (t1 
! 


and 

rking popul: 

! ‘firms of 10.000 or 

i quarter of the tot: 

those ¢ mployed in al 
bureau of the Census 

which S87 emploved in 

ents emploved RO 


percent ¢ 


medium-sized 
n industry 
vhile 
industry 


CIPLES 


‘using influence on current ant 
take the position that the funct 
hich they mistakenly believe is 
increasing business concentratio 
to recognize the clear significance of va 
tide is not running in that direction 
nd rejecting the facts they feel justified in nr 
dented measures—such as the placing of arbitr 
vidual companies 
n of Manufacturers does not helieve that the Gove 
laws, should attempt to supervise business decisi: 
to grow. There is a place for all sizes of enterp 
place is best determined by the free play of econo 
vernment fiat. Each company should be free to 
what size of enterprise is likely to be most suitable f 


and to suffer the consequences if its judgment 
1lways make sounder decisions than Government buren 


‘aston 








compet 
‘Ommended would re 


at treed 1.and cor 


monopolies seize control 


npetition cannot flourish 
is our driving force 


sed 











et 


Se x 


SRR oe CNN 


